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Dear Supervisors: PATRICK m\

ACTING EXECUTIVE OFFICER

DEBARMENT OF DIAMOND CONTRACT SERVICES, INC.,
STEVE WALTON AND RUSSELL RICHEY
ALL DISTRICTS
(3-VOTES)

SUBJECT

Request for Board approval to adopt the proposed findings, decision, and
recommendations of the Contractor Hearing Board to debar Diamond Contract
Services, Inc., Steve Walton, as an individual, and Russell Richey, as an individual,
from bidding on, being awarded, and/or performing work on any contracts for the
County of Los Angeles from the date of the Board’s approval as a consequence of what
the Contractor Hearing Board found to be serious contract violations. With respect to
Diamond Contract Services, Inc. and Steve Walton, the Contractor Hearing Board
recommends a debarment period of five years. With respect to Russell Richey, the
Contractor Hearing Board recommends a debarment period of two years.

IT IS RECOMMENDED THAT THE BOARD:

1. Adopt the proposed findings, decision, and recommendations of the Contractor
Hearing Board (CHB) to debar Diamond Contract Services, Inc. (Diamond) and
Steve Walton for a period of five years from bidding on, being awarded, and/or

performing work on any contracts for the County of Los Angeles from the date of
the Board’s approval of this action.

2. Adopt the proposed findings, decision, and recommendations of the Contractor
Hearing Board to debar Russell Richey for a period of two years from bidding on,
being awarded, and/or performing work on any contracts for the County of
Los Angeles from the date of the Board’s approval of this action.
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3. Instruct the Director of the Internal Services Department to send notice to
Diamond, Steve Walton and Russell Richey, advising of the debarment action
taken by the Board.

4. Instruct the Director of ISD to enter this determination to debar Diamond and
Steve Walton for a period of five years and Russell Richey for a period of two
years into the County's Contract Database.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The purpose of the recommended debarment action against the contractor, Diamond,
its Chief Executive Officer, Steve Walton, and its Vice President of Operations, Russell
Richey, is to ensure the County contracts only with responsible contractors who comply
with the terms and conditions of their County contracts.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

The recommended actions are consistent with the County’s Vision and Strategic Plan
Goal One which supports shared values of accountability, integrity, and professionalism,
efficient and effective service delivery, and envisions the County as the premier
organization for those working in the public’s interest with a pledge to sustain essential
County services through proactive and prudent fiscal policies and stewardship.

FISCAL IMPACT/FINANCING

Not applicable.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The Contractor Non-Responsibility and Debarment Ordinance

The Contractor Non-Responsibility and Debarment Ordinance, County Code
Chapter 2.202, provides the County with the authority to terminate contracts and debar
contractors when the County finds, in its discretion, that the contractor has engaged in
certain acts, including any of the following:

e Violated a term of a contract with the County or a non-profit corporation created by
the County;

e Committed an act or omission which negatively reflects on the contractor's quality,
fitness, or capacity to perform a contract with the County, any other public entity, or
a non-profit corporation created by the County, or engaged in a pattern or practice
which negatively reflects on the same; or
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e Committed an act or omission which indicates a lack of business integrity or
business honesty.

As provided for in County Code Chapter 2.202, a contractor "...includes a contractor,
subcontractor, vendor or any of their respective officers, directors, owners, co-owners,
shareholders, partners, managers, employees or other individuals associated with the
contractor, subcontractor, or vendor who participated in, knew of, or should reasonably
have known of conduct that results in a finding of ...debarment." In considering
debarment, the County may consider the seriousness and extent of the contractor’s
acts, omissions, patterns, or practices and any relevant mitigating factors.

Contractor Hearing Board Representatives

County Code Chapter 2.202, the Contractor Non-Responsibility and Debarment
Ordinance, established the CHB to provide an independent review of a contracting
department’'s recommendation to debar a contractor. The regular membership of the
CHB is comprised of representatives from 1SD, the Chief Executive Office (CEO), and
the Department of Public Works (DPW). I[n addition, the CHB has alternate members
that include the departments of Health Services (DHS), Parks and Recreation (Parks),
Public Social Services (DPSS), and any other County departments serving as alternate
members. In the event the debarment action is initiated by CEO, ISD, DPW, or any
alternate member, the CHB member from the department bringing the debarment action
will recuse himself/herself from any participation in the hearing.

In this particular debarment proceeding, the CHB was comprised of representatives
from CEO, DHS and Treasurer and Tax Collector (TTC). Since ISD was bringing the
debarment action on behalf of itself, the Department of the Medical Examiner — Coroner
(Coroner), the Department of Beaches and Harbors (Beaches), and the Public Library
(Library), ISD did not participate on the CHB. DPW, Parks and DPSS also did not
participate on the CHB since they received services from the ISD affected contracts with
Diamond. Therefore, the CHB representative from CEO participated in the hearing and
deliberations with representatives from the alternate member departments of DHS and
TTC. The DHS representative was elected by the participating members to serve as
the Acting Chair for the CHB in these proceedings.

Background

In September 2014, I1SD requested the CHB be convened to initiate debarment
proceedings against Diamond, Steve Walton, and Russell Richey for:

e Violating a term of a contract with the County or a nonprofit corporation
created by the County.

¢ Committing an act or omission which negatively reflects on the contractor's
quality, fitness, or capacity to perform a contract with the County, any other
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public entity, or a nonprofit corporation created by the County or engaging in
a pattern or practice which negatively reflects on same; and

» Committing an act or offense which indicated a lack of business integrity or
business honesty.

October 8, 2014 Debarment Hearing

On September 15, 2014, ISD sent proper notice via certified mail and email to Diamond,
its principal and Chief Executive Officer, Steve Walton, and its Vice President of
Operations, Russell Richey, notifying them of ISD’s intent to initiate debarment actions
against Diamond and these two individuals. ISD informed them that the debarment
proceedings would be brought on behalf of ISD, Coroner, Beaches and the Library, with
a recommended debarment period of five years for each, at proceedings scheduled for
October 8, 2014 at 1:00 p.m. at the Internal Services Department, Room G101
(Attachment I). Included in this correspondence was notice to the parties that they must
confirm in writing to 1ISD by September 22, 2014, of their intent to attend the debarment
hearing.

Diamond and Mr. Walton did not confirm their attendance for the October 8, 2014
debarment hearing. They also did not appear at the October 8, 2014 debarment
hearing and did not submit any documentation or a list of prospective witnesses to rebut
any evidence presented at the debarment hearing. As such, their decision not to
respond was construed as a waiver by Diamond and Mr. Walton of all rights to a
hearing before the CHB.

Mr. Richey confirmed his attendance for the October 8, 2014 debarment hearing. On
September 24, 2014, ISD provided Mr. Richey with a list of prospective witnesses and
copies of all documentary evidence it planned on using at the debarment proceedings.
Mr. Richey, however, did not provide a similar list of his own prospective witnesses or
any copies of documentary evidence that he planned to use.

On October 8, 2014, ISD proceeded in Diamond and Mr. Walton's absence in placing
an uncontested debarment recommendation before the CHB. At that same hearing,
ISD also presented its recommendation to debar Mr. Richey. Mr. Richey opposed the
debarment, and was provided an opportunity to present his case, offer rebuttal evidence
and cross-examine witnesses. After the close of the evidentiary portion of the hearing,
the CHB voted to recommend a five year debarment of Diamond and Mr. Walton, and a
two year debarment of Mr. Richey.

The hearing was publicly noticed, scheduled, and conducted on October 8, 2014 at 1:00
p.m. at the Internal Services Department, Room G101. The proceedings were recorded
and the recording is available upon request, as well as all documents entered into the
record as exhibits during the hearing.
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+ Attachment Il is a copy of the agenda for the October 3, 2014 hearing and a listing of
the exhibits that were entered into the record, and which form a part of the record and
this recommendation, as though fully set forth herein.

* Attachment Ill is a listing of CHB members for this proceeding, ISD representatives,
witnesses put on by ISD, and participating lawyers from County Counsel.

December 3, 2014 Debarment Hearing

On November 6, 2014, the CHB transmitted to ISD, Diamond, Mr. Walton, and Mr.
Richey, notice of and a copy of the CHB's Tentative Proposed Decision and
Recommendation to debar Diamond and these individuals. Attachment IV is the Notice
of the Tentative Proposed Decision and Recommendation. This Notice also set a
potential future hearing on December 3, 2014 to hear written objections to the CHB's
Tentative Proposed Decision and Recommendation, if any were submitted. Mr. Richey
served written objections on November 21, 2014, asserting again that he should not be
debarred. Attachment V is a copy of his written objections. No other parties provided
written objections.

The December 3, 2014 hearing was publicly noticed, scheduled, and conducted in
Conference Room B at the Department of Public Works. Attachment VI is a copy of the
agenda for this Hearing.

Mr. Richey, ISD representatives, and lawyers from County Counsel attended the
hearing before the CHB. Mr. Richey and ISD agreed to submit the objections to the
CHB on the basis of documentary evidence only, and did not present further oral
argument in support of their positions. The CHB thereafter considered Mr. Richey's
written objections and the evidence previously provided by the parties. The CHB
deliberated, found Mr. Richey did not provide anything new for its consideration, and
voted to not change its initial recommendation of five years of debarment for Diamond
and Mr. Walton, and two years of debarment for Mr. Richey.

A list of CHB members, ISD representatives, Mr. Richey, and participating lawyers from
County Counsel who were at the hearing on December 3, 2014, can be found at
Attachment VII.

SUMMARY OF EVIDENCE AND ARGUMENT

The County Counsel representative for ISD presented evidence in the form of
testimony, correspondence and supporting documentation demonstrating that Diamond,
Mr. Walton and Mr. Richey breached the terms of Diamond's agreements with the
County, and should be debarred. Diamond breached applicable sections of all of its
contracts with the County related to Work, Term of Contract, General Provisions for all
Insurance Coverage and Insurance Coverage.
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Pertinent Facts and Evidence
County Contracts with Diamond

Diamond was required to provide custodial services to County departments under ten
(10) separate Board of Supervisors' (Board) approved contracts. Diamond had one
contract with Coroner, five contracts with Library, one contract with Beaches and three
contracts with ISD.

On June 4, 2008, the Board approved Contract #76585 for Custodial/Related Services
for Coroner ("Coroner Contract"). Pursuant to the Coroner Contract, Diamond was to
provide highly trained custodial staff devoted solely to the autopsy security and
laboratory floors to perform daily specialized cleaning and removal of biological and
medical waste following the performance of autopsies.

On February 2, 2010, the Board approved Contract #77231 for Custodial Services at 12
libraries located in the Public Library's Custodial Area 3. On February 16, 2010, the
Board approved Contract #77242 for Custodial Services at 16 libraries located in the
Public Library's Custodial Area 5. Contract #77231 was subsequently amended to add
another library facility, to bring the total to 17 facilities under this contract. On March 2,
2010, the Board approved Contract #77250 for Custodial Services at 10 libraries
located in the Public Library's Custodial Area 1. Contract #77250 was subsequently
amended to add another library facility, to bring the total to 11 facilities under this
contract.. On November 7, 2012, the Board approved Contract #77862 for Custodial
Services at 15 libraries in the Public Library's Custodial Area 6. On January 8, 2013,
the Board approved Contract #77906 for Custodial Services at 15 libraries located in the
Public Library's Custodial Area 4. All five contracts will hereinafter be collectively
referred to as the "Library Contracts." In total, Diamond was providing custodial
services for 70 libraries, with scope of works requiring regular cleaning of these
facilities, including public restrooms.

On July 6, 2010, the Board approved Contract #77371 for Janitorial Services for
Beaches ("Beaches Contract"). Pursuant to the Beaches Contract, Diamond was
required to clean the facilities and public restrooms at Chace Park, the Visitor Center in
Marina Del Rey, Dockweiler Youth Center, Beach's Administrative Building and the
Redondo Beach Warehouse.

On July 3, 2012, the Board approved ISD's Contract #77812 for Custodial Services at
the Barry J. Nidorf Juvenile Hall and Court, and Kenyon Juvenile Justice Center Sub-
Office. On December 11, 2012, the Board approved ISD's Contract #77892 for
Custodial Services at County department facilities located in Region 1 and Contract
#77896 for Custodial Services at County department facilities located in Region 6.
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Diamond's Breach

On June 4, 2014, Mr. Walton notified I1SD, Beaches and the Library, via email, of
Diamond's intent to sell and/or transfer all of its assets, effective June 9, 2014, to a
custodial services company that to this day remains unknown to the County. This same
notice was provided to the Coroner on June 5, 2014. The County, by way of ISD and
Beaches staff, notified Diamond that County approval was required for any assignment
and that further information about this new company would be required. Diamond was
required to provide information regarding this new company to ISD staff by 9:00 AM on
June 5, 2014, so that the County could perform its due diligence review of the company
prior to approving any contract assignments. Diamond failed to meet this deadline, and
did not identify any company for assignment.

Following Diamond's failure to meet the 9:00 AM deadline on June 5, 2014, ISD staff
contacted Mr. Walton at Diamond via telephone at 9:30 AM to discuss the issue. At that
time, Mr. Walton disclosed to ISD staff that Diamond would not be able to provide
services to the County under any of its ten contacts because it did not have the funds to
purchase workers compensation insurance. Diamond's current workers compensation
insurance would expire at 12:01 AM on Monday, June 9, 2014. Diamond did tell ISD
staff, however, that it would continue to provide services up to and including Sunday,
June 8, 2014 at 12:00 PM. Following the conference call, ISD staff sent a confirming
email at 12:44 PM capturing the items discussed on the conference call, to which Mr.
Walton replied and confirmed the correctness of the email.

It was also on June 5, 2014 that ISD staff received complaints from its County
department contract facilities that they had run out of paper supplies that were to be
provided by Diamond under its County contracts, and the facilities needed supplies as
described in an email, "ASAP". Beaches also experienced similar paper supply
shortages. ISD staff contacted Diamond regarding this issue. Mr. Richey responded
via email to 1ISD and Beaches staff at 10:40 AM on June 5, 2014 apologizing for the
supply situation at the facilities, and stated "...we have worked extremely hard the entire
week to resolve this problem...We have depleted most of our inventory and Diamond
does not have the ability to purchase more supplies." Yet, Diamond's contracts
required that it have at least two weeks of paper supplies in place.

On June 5, 2014, ISD notified the Board by way of a Board memo of ISD's intent to
work with the impacted County departments to transition services to other contractors,
and to seek formal termination of the ten contracts. That same day, ISD and the Library
advised Diamond of their intent to terminate the ISD Contracts and Library Contracts.
ISD and the Library confirmed in their June 5, 2014 letter that Diamond will cease
providing custodial services effective June 8, 2014 and that the County will only pay for
services rendered by Diamond up to and including June 8, 2014.

On June 6, 2014, the Coroner advised Diamond of its intent to terminate the Coroner
Contract. The Coroner also required Diamond to cease providing custodial services
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effective June 8, 2014 and that the County will only pay for services rendered by
Diamond up to and including June 8, 2014.

On June 8, 2014, Diamond did not provide custodial services to the Coroner as
required, and did not provide Coroner with advance notice that no custodial services
would be rendered. When Diamond failed to perform, the Coroner required a County
employee, a Forensic Technician who was qualified to work with biological hazards, to
work overtime to clean the autopsy floor areas.

On June 9, 2014, Beaches advised Diamond of its intent to terminate the Beaches
Contract. Beaches advised Diamond that the County will only pay for services rendered
by Diamond up to and including June 8, 2014.

ISD thereafter worked with the affected County departments to execute contract
amendments to add 70 of the affected facilities (59 ISD contract facilities, one Coroner
facility, and ten Beaches facilities) to two existing ISD custodial service contracts with
other vendors. The amendments were effective June 9, 2014, allowing for continuity of
service at these facilities. ISD incurred staffing costs for overtime on June 6, 7 and 8 to
transition these services to other vendors, to conduct site visits, and to otherwise deal
with Diamond's breach.

The Library also procured temporary custodial services for the 70 affected library
facilities initially via Purchase Orders (PO) from two of its existing custodial service
contractors in order to obtain enough time to secure Board approval of amendments to
existing contracts to add these facilites. On June 10, 2014, the Board approved
amendments to two existing Board approved contracts to add the 70 affected library
facilities. The Library incurred staffing costs for overtime worked from June 5, 2014 to
June 13, 2014 to schedule the temporary services, transition the services to other
vendors and to seek Board approval of the terminations and new contract amendments.

Termination of Diamond’s Contracts

On June 10 2014, the Board approved the Library's recommendation to terminate the
five Library Contracts with Diamond. The Library notified Diamond via certified mail and
email on June 10, 2014 of the termination.

On July 15, 2014, the Board approved ISD, Coroner and Beaches' recommendation to
terminate the three ISD Contracts, the Coroner Contract and the Beaches Contract.
ISD notified Diamond via letter on July 15, 2014 of the termination. Beaches sent its
termination notice to Diamond on August 14, 2014.

On July 16, 2014, ISD notified Diamond via certified letter and e-mail that they would be
placed in the County of Los Angles Contractors Alert Reporting Database (CARD). The
basis for CARD entry was a result of Diamond (1) experiencing financial, administrative,
programmatic or legal issues that affect their ability to comply with the County contract
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requirements, and (2) the County is imposing contractual remedies against the
contractor for non-compliance with the County contract requirements. Diamond did not
respond to the notice, and did not submit any information challenging their placement
into CARD. On August 4, 2014, Diamond was placed into CARD.

Debarment proceedings were initiated after Diamond's placement into CARD, given
Diamond's breach impacted approximately 140 County facilities.

Argument

At the October 8, 2014 debarment hearing, ISD presented testimony and written
documentation to support ISD, Coroner, Beaches and the Library's recommendation for
debarment. Mr. Richey attended the debarment hearing, and presented oral testimony
on his own behalf and cross-examined witnesses put on by ISD. The CHB finds that
ISD, on behalf of itself, Coroner, Beaches and the Library, established by a
preponderance of the evidence the following issues below, which support debarment:

Diamond Violated a Number of Terms in its Ten County Contracts

Diamond breached applicable sections of all of its contracts with the County related to
Work, Term of Contract, General Provisions for all Insurance Coverage and Insurance
Coverage of its contracts with the County.

Section 3.0 (Work) required Diamond to provide janitorial/custodial services to 1SD's
contract departments, Beaches, Coroner and the Library. Per Section 3.0, Diamond
was required to "fully perform, complete and deliver on time, all tasks, deliverables,
services and other work" as required in the contracts. Many of Diamond's contracts
also required that Diamond have two weeks of paper supply in stock. Section 4.0 (Term
of Contract) of the County contracts with Diamond also contemplated initial terms and
option terms, that if exercised in the sole discretion of the County, would have required
Diamond to provide services through 2015 to 2018, depending on the contract. Clearly,
Diamond breached Section 3.0 and Section 4.0, given it did not fully perform the
janitorial/custodial services work it was required to perform for the entire duration of the
contracts. Further, testimony was provided during the debarment hearing that Diamond
did not provide critical services to Coroner related to clean-up work after autopsies, and
that toilet paper supplies ran out at public County facilities.

Diamond's ten contracts with the County also required Diamond, per Section 8.24
(General Provisions for all Insurance Coverage) and Section 8.27 (Insurance
Coverage), to purchase workers compensation insurance as a condition of doing
business with the County. Without the proper workers compensation insurance in
place, Diamond could not perform the required custodial services under its ten contracts
for the entire required term. As a result, 140 County facilities were impacted and lost
custodial/janitorial services much earlier than the initial and option term years of 2015 to
2018, depending on the contract.

HOA.1117390.1  “To Enrich Lives Through Effective And Caring Service”




Honorable Board of Supervisors
January 13, 2015
Page 10

Diamond, Steve Walton and Russell Richey Committed an Act or Omission
Which Negatively Reflected on the Contractor's Quality, Fitness, or
Capacity to Perform a Contract with the County

The lack of sufficient advance notice to the County that Diamond could no longer
perform under its contracts with the County, negatively reflected on Diamond, Mr.
Walton and Mr. Richey. Within four days of first advising the County on June 4, 2014
that Diamond would be sold to some unknown company, Diamond ceased to perform
on ten county contracts involving approximately 140 County facilities.

Diamond and Mr. Walton were also not forthright regarding Diamond's inability to
procure workers compensation insurance. Mr. Walton, as the Chief Executive Officer of
Diamond, presumably made or had a hand in making the decision to not renew
Diamond's workers compensation insurance. Instead of disclosing to the County
immediately when that decision was made not to procure the insurance, Diamond and
Mr. Walton waited until June 5, 2014 to disclose this fact. Further, none of the parties
mentioned the insurance issue on June 4, 2014, when they spoke with County staff
regarding this purported assignment of Diamond's assets.

It also appears from Mr. Richey's email sent on June 5, 2014 and testimony presented
by Mr. Richey at the debarment hearing, that he had knowledge about Diamond
experiencing financial problems which impacted its ability to purchase supplies (like
toilet paper). Mr. Richey was the Vice President of Operations and the project
manager, and was responsible for the day to day contract activities. Mr. Richey knew
that Diamond did not have enough paper supplies to meet its contractual obligations,
yet he did not notify the County sufficiently in advance for the County to make
contingency plans. Mr. Richey also appears to have some knowledge about a possible
bankruptcy impacting Diamond, but never disclosed this to the County (neither did Mr.
Walton).

Diamond, Mr. Walton and Mr. Richey's lack of sufficient notice to the affected County
departments regarding its impending breach, its attempt to seek approval to assign
Diamond's contracts to an unknown new company, and its lack of forthrightness
regarding its failure to procure required insurance, demonstrates that Diamond
committed multiple acts and omissions which negatively reflected on the contractor's
quality, fitness, or capacity to perform a contract with the County. In addition, the
actions of Diamond, Mr. Walton and Mr. Richey resulted in ISD, Beaches, Library and
the Coroner initiating extraordinary efforts to replace the contracted services within a
four day period in order to not create public health hazards at County facilities that not
only serve County employees, but members of the public.
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Diamond, Steve Walton and Russell Richey Committed an Act or Offense
Which Indicates a Lack of Business Integrity or Business Honesty

Diamond, Mr. Walton and Mr. Richey’s actions and omissions, as well as their lack of
forthrightness regarding their inability to meet County contract requirements, indicates
that the contractor and its principal and high level executives, were unwilling and/or
unable to take responsibility for Diamond's contractual commitments and actions. The
County only does business with "responsible contractors” (County Code section
- 2.202.010). The purpose of the ordinance is to promote integrity in the County’s
contracting process. A non-responsible contractor is one which has displayed a lack of
business ethics and business integrity, as demonstrated by these three parties.

FINDINGS AND RECOMMENDED DECISION

After considering the evidence and arguments presented by ISD representatives, the
CHB concluded that the following factors assisted them in reaching their decision for the
debarment of Diamond and Steve Walton for a period of five years, and Russell Richey
for a period of two years:

> Whether a contractors' wrongdoing was intentional or inadvertent. Whether and
to what extent a contractor planned, initiated, or carried out the wrongdoing.

The CHB concludes that through the actions of Diamond, Mr. Walton and Mr.
Richey, Diamond intentionally breached the requirements of its ten contracts with
the County. The CHB finds that Diamond was not forthcoming about its inability
to pay for workers compensation insurance and did not provide County with
sufficient notice of this issue until they failed to provide on June 5, 2014, the
name of the company that would purchase Diamond's assets. On June 4, 2014,
Diamond notified 1ISD, Beaches and the Library, via email of its intent to sell
and/or transfer all of its assets effective June 9, 2014. Only after Diamond
missed the 9:00 AM deadline on June 5, 2014 to turn over information about this
new company, did Mr. Walton inform the County that Diamond was unable to buy
workers compensation insurance.

Further, during Diamond's call with ISD staff on June 5, 2014, Mr. Walton stated
that the costs to procure and maintain worker's compensation insurance were
exorbitant, and the company could not pay the premium. Mr. Walton's
statements clearly indicate that he knew what the premium costs were, and
made the business decision not to purchase the insurance. The insurance is a
requirement of Diamond's contracts with the County, and Diamond should have
immediately disclosed to the County that it would not be able to meet this
requirement. Instead, Diamond waited until four days before its insurance would
lapse, to notify the County of this serious deficiency.

Mr. Richey provided testimony at the debarment hearing that he did not know
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that Diamond was being sold to another company, and testified that he first
learned of it on June 4, 2014 when he participated in a conference call with Mr.
Walton and ISD staff. Mr. Richey also testified that he did not know about the
workers compensation issue either, and that the operations side of the company
was "kept in the dark". Based on this testimony and the answers provided by Mr.
Richey when questioned by the CHB members, the CHB notes that this
testimony mitigates the recommended five year debarment period requested by
ISD for Mr. Richey.

Mr. Richey did, however, have prior knowledge that Diamond was low on
janitorial supplies it was required to provide at certain County facilities, and that
Diamond no longer had the funds to purchase the needed supplies. Mr. Richey
failed to notify County staff sufficiently in advance of this so the County could
prepare accordingly. Only when ISD and Beaches staff contacted Diamond, did
he reveal in an email on June 5, 2014, that "We have worked extremely hard the
entire week to resolve this problem...We have depleted most of our inventory
and Diamond does not have the ability to purchase more supplies." Mr. Richey
also provided testimony at the debarment hearing that he was aware that
Diamond was having financial issues and as a result, suppliers were no longer
selling products to Diamond. Mr. Richey also provided testimony about an
apparent bankruptcy that Diamond had filed. In any event, Mr. Richey knew for
at least a week, if not longer, that it was short on supplies, that Diamond was
moving supplies between facilities and that Diamond could not purchase more
supplies. Yet, this was only disclosed to the County when the County inquired
about the janitorial supply shortages, after receiving complaints from County
facilities. Diamond's contracts required it to have at least two weeks of paper
supplies in place.

» Whether a contractor's principals or other individuals associated with the contract
participated in, knew of, or tolerated the offense.

The CHB finds that Mr. Walton, a principal of Diamond who also served as the
Chief Executive Officer, participated in, knew of, and tolerated the actions and
inactions that resulted in Diamond breaching ten contracts involving
approximately 140 County facilities. The CHB also finds that Mr. Richey also
knew of Diamond's inability to perform, as evidenced by its failure to have
adequate supplies on hand, but failed to adequately notify the County.

» The positions held by the individuals involved in the wrongdoing.

The CHB finds that the acts leading to Diamond's breach were committed by
individuals at the highest levels in the company. Mr. Walton is the Chief
Executive Officer of Diamond and Mr. Richey is the Vice President of Operations.
All of the contracts, except for the Coroner Contract, named Mr. Richey as
Diamond’s Project Manager. Amendments executed with ISD on Contract
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#77812, #77892 and #77896 identify Mr. Walton as the CEO and Mr. Richey as
the Vice President of Operations. Mr. Richey continued to be identified as
Diamond's project manager on those contracts. Per Section 7.0 (Administration
of Contract — Contractor), the Project Manager "shall be responsible for the
Contractor's day-to-day activities" as related to the contracts.

> Actual or potential harm or impact that results or may result from the wrongdoing.

The CHB finds that the harm and impact to the County as a result of Diamond's
breach was severe. As a result of Diamond's failure to meet its contract
requirements to procure workers compensation insurance, and it's unreasonably
short notice that it could no longer perform due to lack of insurance, ISD and the
impacted departments scrambled to transition the services to other custodial
contractors over a three day period.

ISD incurred staffing overtime costs for June 6, 7, and 8" to transition 59 ISD
contract facilities, one Coroner contract facility and 10 Beaches facilities over to
two existing ISD custodial contracts. Beaches staff testified that Diamond's
breach resulted in "chaos", given the facilities that were impacted were very
heavily visited by the public and the June time period marked the start of summer
beach attendance. ISD staff provided testimony at the hearing that it incurred an
estimated 500 hours of overtime and overtime costs in excess of $20,000 to
address Diamond's breach and to transition those services. In addition, given
that Beaches and Coroner had to transition their custodial needs to ISD for
handling, these two departments will collectively incur a combined $150,000
annually for ISD custodial contract service management. Beaches and Coroner
would not have incurred these costs, except for the actions of Diamond, Mr.
Walton and Mr. Richey.

Similarly, the Library scrambled to transition the custodial services for its 70
impacted libraries to two other Library custodial vendors. County Library staff
testified during the debarment hearing that Diamond's breach had a
"catastrophic" impact, with 80% of County library facilities being impacted. As a
result the Library incurred staffing costs for overtime worked from June 5, 2014
through June 13, 2014 to schedule intermittent services, negotiate the additional
services, file the Board letter and prepare and execute the contract amendments
to transition the services.

The Coroner was also severely impacted by Diamond's failure to show up on
June 8, 2014 to clean the Coroner autopsy floors in its facility. Coroner received
no notice from Diamond regarding its inability to perform. When Diamond failed
to perform, the Coroner required a County employee, a Forensic Technician who
was qualified to work with biological hazards, to work overtime to perform the
cleanings. These are highly specialized services that Diamond was required to
provide. Instead, the Coroner was left to require a Forensic Technician with the
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proper technical background but outside his scope of duties, to perform the work.
Coroner staff testified during the debarment hearing that there would have been
serious potential health and safety issues if the cleaning services couldn't be
performed.

> Whether a contractor has accepted responsibility for the wrongdoing, recognizes
the seriousness of the misconduct that led to the cause for debarment, and has
taken corrective action to cure the wrongdoing, including taking appropriate
disciplinary actions against those responsible.

There is nothing in the record of this debarment hearing to suggest that Diamond
and Mr. Walton had taken any responsibility for their actions and their
wrongdoing. As for Mr. Richey, when asked by a CHB board member regarding
whether he took any responsibility for his actions, he accepted little to no
responsibility, because he claimed he did not know. However, Mr. Richey knew,
at minimum, about the paper supply shortage since he was serving as the Vice
President of Operations. He was also the Contractor's Project Manager on the
County contracts and as such, was responsible for the day to day operations of
these contracts. .

» Whether a contractor had effective standards of conduct and internal control
systems in place at the time the questioned conduct occurred.

Diamond, Mr. Walton and Mr. Richey (as the Project Manager), had no internal
controls in place, including a back-up plan to support the County departments
with continued services. According to testimony presented by Mr. Richey,
Diamond had financial resource issues that affected its ability to buy supplies,
there were inadequate supplies in inventory as required by the contracts, and as
such, there was no other means or recourse to secure the necessary supplies to
meet the requirements of Diamond's contracts with the County. If there had been
another event that had occurred during this June time period (instead of lack of
insurance), Diamond still would not have been able to meet the requirements of
the contracts because they had no "Plan B” in place.

Therefore, by unanimous vote, the CHB recommends to your Board that Diamond,
Steve Walton and Russell Richey be debarred.

By another separate unanimous vote, the CHB recommends debarment for a period of
five years for Diamond and Steve Walton. With respect to Russell Richey, the CHB
recommends a two year debarment. The CHB did spend some time deliberating a one
or two year debarment for Mr. Richey, and did not accept ISD's recommendation of five
years. The CHB weighed the fact that Mr. Richey had prior knowledge of Diamond's
inability to procure adequate supplies, against the fact that Mr. Richey claimed that he
had no control over Diamond's financial operations, and that certain County witnesses
during the debarment hearing had acknowledged Mr. Richey's attempts to provide good
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customer service during the performance of some of the contracts. As a result, the
CHB voted unanimously to debar Mr. Richey for only two years.

CONTRACTOR'S RIGHT TO OBJECT TO THE CHB FINDINGS AND
RECOMMENDATIONS

As noted above, on November 6, 2014, Diamond, Mr. Walton and Mr. Richey were sent
via certified mail and email, a letter with a copy of the draft report with the proposed
findings, decision, and recommendation of the CHB. As indicated in the letter, the draft
report was provided to allow 1ISD and Mr. Richey an opportunity to prepare and provide
the County with any written objections to the proposed decision of the CHB for
consideration.

Subsequently, Mr. Richey submitted an objection via e-mail on November 21, 2014. His
objections were heard and considered by the CHB on December 3, 2014, and found
unpersuasive, as noted above.

IMPACT ON CURRENT PROJECTS

Not applicable.

CONCLUSION

Due to the foregoing, and to ensure that the County contracts only with responsible
contractors who comply with all relevant laws, as well as the terms and conditions of
their contracts, the CHB respectfully requests that your Board adopt the proposed
findings, decision and recommendations relating to Diamond Contract Services, Inc.,
Steve Walton and Russell Richey.

Respectfully submitted,

s/~

Kathy K. Hanks, C.P.M.
Director, Department of Health Services Contracts and Grants
Acting Chair, Contractor Hearing Board

RN

KH:kh
Attachments (7)
c: Santos H. Kreimann, Deputy Chief Executive Officer
Sandra Pina-Barbee, Administrative Deputy for Treasurer & Tax Collector

Jim Jones, Director of Internal Services Department
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Yolanda Young, Division Manager for ISD
Truc L. Moore, Senior Deputy County Counsel
Behnaz Tashakorian, Deputy County Counsel
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County-of Los Angetes

INTERNAL SERVIC S‘»DE ARTMENT
1 1-00 -N.orth Ea
‘Los Angeles Cahforma_90063

JIM JONES : o ‘;elephone (323) 267-2101
e g W g g il i - A% T (323 415-8664
Diregtor’ “To enrich lives through effective and caring service” &2

September 15, 2014

" CERTIFIED MAIL .
RETURN REGEIPT REQUESTED

Mr. Steve Walton : Mr, Steve Walton:
Mr.-Russell Richey ' M RI
Diamond Contract. Serv:ces Ine:. Semces Inc.
3636 Nobel Drive; #401 o th Hollywood Way

, 'San Diego CA 92122 v {Burbank CA 81505 .

Dear Mr. Steve Walton-and Mr; Russell thhey

.DEBARMENrﬁsp:Ro.c_;E,EbthGev

The County of Los Angeles”

_Examiner - Coroner, Departme
initiate ‘debarment proceedings ag
Contract Setvices, Inc. A récom
Los Angeles County Code Chapter 2; 202 D
and Contractor Debarment.

pﬁrsuant to»
esponsnbxhty'

You are hereby notified that the debarment hearmg with the Contractor. Hearmg Board will
be held on:

Date: Wednesday, October 8 2014

Time: 1:00.p:m. :

Place: Internal Sewtces Department Room G101
1100 North Eastern Avenue
Los Angeles, CA 90063

This notice specifies the basis for the debarment recommendatlon the. proposed period of
debarment and a summary of evidence to support the recommendatzon in Attachment A,
incorporated herem by reference. .

At the Contractor. Hearmg Board,: ‘you are: entitled. to- appear and/or be:represented by an.
attorney -or other representative to present evidence. agamst a fmdmg of debarment. At the-



Mr. Steve Walton -
Mr. Russell Richey
September 15,2014 .
Page2of2 -

ntary-evidence, present witnesses, -

f Diamond or e:ther or by
vHearmg Board, by the deadline.
» i~prospectxve witnesses and coples of. ,al
the: scheduled hearmg SRR

If ‘Diamond, or e 1ther or. both of you mte \d: to° p ( sent evndence agamst the proposed :
~ debarment, you must provnde ISD with a list of prospectsve withesses and five- (6) copies of -
»all documentary evidence at least ﬂve (5) days pnor to. the scheduled hearmg The deadlme :

“{f you'have any. quesnons please cont
- (323) 267-3101. :

‘ '-le' onne, o

c: County- Ceunsel -
Contractor Hearing Board Members



County or a nonproﬁt corporatton
omxssaon whxch negatlvely reﬂec :

'(Coroner) Department of Beaches and Harbors (DBH),- and Publ _bré'n"y (Ltbrary) will
recommend a five year debarment for Diamond and its- pnncrpat Steve Walton and its
Vice President of Operations, Russell Richey. :

A summary of the evsdence to support the debarment recommendatlon IS set forth
below S - . :

not able to 1dentlfy a VIabIe"compan'y by that date énd t;me'

- On- June 5 2014 the County contacted Dlamond and Dlamond notlfled the -
~ County that they did not have: ‘the funds ‘o procure the contractually required
workers’ compensation insurance premtum As a result, Diamond was unable- to
provide the- required custodial services for any of the County departments after -
June 8, 2014, ‘affecting a total of 140 County facmttes and apprommately 309"
contract workers :

Diamond was also contracted to prov:de custodlal services: to the Commumty
Development Commxssnon/Housmg Authorlty whose Board of Commissioners.
‘also sit-as the Board of Superwsors : :

‘Diamond did not provide the County Wlth advance notice that it would not be ab(e
to procure the contractually requtred msurance premtum L :

Paget .



On June 5, 2014, ISD was made aware that several facilities were not provided
with adequate supplres as. ‘contractuauy __re red -IS:D ntacted- Diamond to

necessary documents/mformat its , (i) v
'notrce to the County that lt;-f bk, to procure the contractual[y
sremium, (iv) mabrhty to identify a
vrde the contracted services;: and V)

d facrhtres effectrve June 5, 201 4.

and (Il) seek the formai termmatlon._off"
Di.am‘ontd, .CiU?lfg.;fhe‘ir;_}h_a_b llltytOm .ain.ta‘

“The County rs prepared to produce _documentary evxdence of rts notrfrcatron tor
the Board ' _ : B

:_The County sent wntten notxfrcatr
.‘Dramond s' custodial service
sent-on the followmg;‘d "'es

expemse ncludrng knowvled'ge' of brologrcal hazards
service: floor areas.. Addrtronaily, Dlamond faz!ed to
County departments. -

ovrde serv_,,es for other’

 Page2



COMMENDATION AND -
RECOMMENDATION

contract costs and. develop and exeCute édntract amendments pnor ’co Menday, ;
June 9, 20'14 - . LT

The: County is prepared to produ" '

to acqu;re replacement. services e, _ _
increase in costs that DBH 'and Coroner will incur for the provxsuon of custodlalf
services, and (iii) the. number of overtime hours Worked by ISD and Library staff
to transition services ensunng the contmuxty of crmcal services past June 8,
2014. i




BASIS FQR PROPOSE
SUMMARY OF EVIDEN'

»The County i prepared”'
"termmatlon of the custodra

, The County is prepared to produce dooumentary evxdence of the
correspondence reiatmg to Dxamond S p!acement in CARD :

., nottf‘ cation’ !etters sent to Dia ) “were: sel :
Cemﬁed U S Maxl 1o two sep ddr n fi ywood Way,
BN awan S CA- 91605)

were forwarded and dellvérédt 3636 Nobel #401 8D, “CA’ 21'2“2

5 Page4 .



ATTACHMENTA
BASIS FOR PROPOSED DEBARMEN ’ (,;'OMMENDATION AND
SUMMARY OF EVIDENCE ro:-s_ JPPORT. THE RECOMMENDATION

The County is: prepared 1o produce 'documentary ‘evidence of Diamond’s.
forwardmg address-- 3636 Nobel. Dr#401 SD, CA 92122.

tractor's Administration, of
tract- Numbers 77812

10.1SD executed amendment:
Dlamond’s custodlal ‘s
77892, and -77896). : Thes
Dramonds Authorrzed Ofﬂcral
Diamond’s Prorect Manager

The County is prepared to produce documentary evidence that' ISD executed
amendments to replace-Exhibit F, Contractors Admrnrstratron ’

11 As 'of August 6, 2014, a: search -on Diamond’s ‘website-
(hitp: //dramondcontract com) rdentrfres the fol!owmg

s Russell Richey - Vroe Presrdent of Operatrons
- Steve Walton - Chref Execu_ \

The County is: prepared to pro "' "ryfeVid.é’ncé., bﬁhéfffeicc.rd.,

12.A Dun’and Bradstreet (D&B) b

s lnfcrmatron report for Dramond obtamed:
on AUQust? 2014 rdentrﬂes: & followir

The: County is prepared to produce documentary evrdence of the record

Page 5
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County of Los Angeles
CONTRACTOR HEARING BOARD

313 N. FIGUEROA STREET, SIX EAST, LOS ANGELES, CALIFORNIA 90012

Kathy Hanks, Acting Chair

NOTICE OF REGULAR MEETING
October 8, 2014, 1:00 p.m.
Internal Services Department, Room G101

1100 N. Eastern Ave
Los Angeles, CA 90063

AGENDA

I Call to Order

il Debarment Proceedings against Diamond Contract Services, Inc., Steve Walton
and Russell Richey, as initiated by the Internal Services Department, Department
of the Medical Examiner — Coroner, Department of Beaches and Harbors, and
Public Library

R Consideration of other items not on the posted Agenda

V. Public Comment

V. Adjournment

For additional information, contact Kathy Hanks, Department of Health Services, at
(213) 240-7819 or by email, khanks@dhs.lacounty.gov.

HOA.1101299.1
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DEBARMENT DOCUMENTARY EVIDENCE
DIAMOND CONTRACT SERVICES, INC.

- OCTOBER §, 2014

June 4, 2008 - Board Letter - Request for approval and award of the Custodial Sefvices
Contract with Diamond to provide custodial services for the Department of Medical
Examiner - Coroner (Coroner).

February 2, 2010 - Board Letter - Request for approval and award of the Custodial

2 Services Contract with Diamond to provide custodiai services for Public Library (Library)
Area 3.

3 February 16, 2010 - Board Lefter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodial services for Library Area 5.

4 March 2, 2010 - Board Letter - Request for approval and award of the Custodial Services
Contract with Diamond to provide custodial services for Library Area 1.
July 6, 2010 - Board Letter - Request for approval and award of the Custodial Services

5 Contract with Diamond to provide custodial services for the Department of Beaches and
Harbors (DBH).
July 3, 2012 - Board Letter - Request for approval and award of the Custodial Services

6 |Contract with Diamond and 1SD to provide custodial services at Barry J. Nidorf Juvenile
Hall and Court, and Kenyon Juvenile Justice Center Sub-Office (Probation).

7 November 7, 2012 - Board Letter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodial services for Library Area 6.

8 December 11, 2012 - Board Letter - Request for approval and award of two Custodial
Services Contracts with Diamond to provide custodial services for 1ISD Regions 1 and 6.

9 January 8, 2013 - Board Letter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodial services for Library Area 4.

10 June 4, 2008 - Custodial Setvices Contract with Diamond to provide custodial services for
Coroner (Contract 76585).

1 February 2, 2010 - Custodial Services Contract with Diamond to provide custodial
services for Library Area 3 (Contract 77231).

12 February 16, 2010 - Custodial Services Contract with Diamond to prdvide custodial
services for Library Area 5 (Contract 77242).

13 March 2, 2010 - Custodial Services Contract with Diamond to provide custodial services
for Library Area 1 (Contract 77250). :

14 July 6, 2010 - Custodial Services Contract with Diamond to provide custodial services for
DBH (Contract 77371). )
July 3, 2012 - Custodial Services Contract with Diamond and I1SD to provide custodial

156 services at Barry J. Nidorf Juvenile Hall and Court, and Kenyon Juvenile Justice Center
Sub-Office (Contract 77812 - Probation Facilities). .

16 November 7, 2012 -Custodial Services Contract with Diamond to provide custodial
services for Library Area 6 (Contract 77862).

17 December 11, 2012 -Custodial Services Contract with Diamond to provide custodiai
services for ISD Region 1 (Contract 77892).

18 December 11, 2012 -Custodial Services Contract with Diamond to provide custodial
services for ISD Region 6 (Contract 77896).

19 January 8, 2013 - Custodial Services Contract with Diamond to provide custodial services

for Library Area 4 (Contract 77906).




i T
Apnl 1, 2013 Amendment replacing Exhibit F, Contractor's Administration

DEBARMENT DOCUMENTARY EVIDENCE
DIAMOND CONTRACT SERVICES, INC.

OCTOBER 8, 2014

20 {ISD Contract 77892) - identifies Russell Richey as Diamond's VP of Operations and
Steve Waiton, CEQ, as Diamond's Au@horized Official.
April 1, 2013 - Amendment replacing Exhibit F, Contractor's Administration

21 (ISD Contract 77896) - identifies Russell Richey as Diamond's VP of Operations and
Steve Wa,vlton, CEQ, as Diamond's Authorized O_fﬁ'ciai.
April 3, 2013 - Amendment replacing Exhibit F, Contractor's Administration

22 (1SD's Probation Contract 77812) - identifies Rusself Richey as Diamond's VP of
Operanons and Steve Walton, CEO, as Dlamond's Authonzed Official.

23 June 4; 2014 - Email correspondence from Diamond to 18D requesting approval to assign |.
its contracts effective June 9, 2014 and 1SD's response to Diamond.

24 June 4, 2014 - Email correspondence from Diamond to DBH requesting approval to
assign its contracts effective June 9, 2014 and DBH's response to Diamond.
June 4, 2014 - Email correspondence from Diamond to Library requesting approval to

25
assign its contracts effective June 9, 2014.

26 June 5, 2014 Emaijl correspondence from Diamond to Coroner requesting approval to
assign its contracts effective June 9, 2014.
June 5, 2014 - Email correspondence confirming Diamond's inability to: (i) procure the

27 required workers' compensation insurance premium, and (i) provide the contracted
services for any of the County departments after June 8, 2014.
June 5, 2014 - Email correspondence from Russell Richey indicating that, effective

28 immediately, Diamond would no- longer be able to provide supplies for its contracted
facilities.
June 5, 2014 - Memorandum from ISD to the County of Los Angeles Board of Supervisors
{(Board) notifying the Board of ISD's intent to work with the impacted depariments to: (i)

29 transition services to other custodial contractors; and (i) seek the formal termination of
ten custodial services contracts with Diamond, due to their inability to maintain workers'
compensation insurance.

30 June 5, 2014 - 1SD's written notification to Diamond of its intent to terminate Diamond's
custodial services contracts for defauit.

a1 June 5, 2014 - Library's written notification to Dfamond of its intent fo terminate Diamond's
custodial services contracts for defauit.

32 June 6, 2014 - Coroner's written notification to Diamond of its intent to terminate
'Diamond's custodial services contracts for defauit.

a3 June 9, 2014 - DBH's written notification to Diamond of its intent to terminate Diamond's
cystodial services contracts for defaulit. )
Amendment adding thirty-three affected facilities (twenty ISD Region 1 facilities, one

34 Coroner facility, ten Beaches and Harbors facilities, and two Probation facilities) to ISD
Contract Number 77893 effective June 9, 2014,

35 Amendment adding thirty-seven affected facilities (ISD Region 6 facilities) to 1SD Contract
Number 77895 effective June 9, 2014.

36 June 9, 2014 - Purchase Orders - Procurement of temporary emergency custodial
services at the affected Library facilities with two existing custodial services contractors.

37 OT hours worked by 1SD employees.

38 OT hours worked by Coroner employee (Forensic Technician) on June 8, 2014,

39 OT-hours worked by Library employees from June 5, 2014 through June 13, 2014.




DEBARMENT DOCUMENTARY EVIDENCE
DIAMOND CONTRACT SERVICES, INC.

OCTOBER 8, 2014

Listing of contract workers affected by Diamond termination - 1SD, Coroner, DBH, and

40 Library.

41 Costs DBH and Coroner will incur for ISD custodial confract service management.

June 10, 2014 - Board letter - Terminating five custodial services contracts (Library
contracts) with Diamond, in whole, for default; and, requesting Board approval to execute

42 amendments to add the affected facilities (seventy in total) to two existing Library
coptracts.
June 10, 2014 - Library sent written notification to Diamond informing Diamond that, -

43 pursuant to the Board's approval on June 10, 2014, Contract Numbers 77250, 77231,
77906, 77242, and 77862 have been formally terminated, in whole, for default, effective
June 10, 2014.

44 Amendment adding 38 affected Library facilities to Library Contract Number 77683
effective June 13, 2014.

45 Amendment adding 32 affected Library facilities to Library Contract Number 77682
effective June 13, 2014. ’

46 _ {June 19, 2014 - Email correspondence confirming Diamond did not provide services to

Coroner on June 8, 2014.

July 15, 2014 - Board letter - Terminating five custodial services contracts (three ISD
47 contracts, one Coroner contract, and one DBH contract) with Diamond, in whole, for
default; and, informing the Board of actions taken to transition services by June 9, 2014.

July 15, 2014 - ISD sent written notification to Diamond informing Diamond that, pursuant
48 to the Board's approval on July 15, 2014, ISD Contract Numbers 77892, 77896, and
77812 will be formally terminated, in whole, for default, effective July 16, 2014.

August 6, 2014 - Diamond's webpage (diamondcontract.com) identifying Russell Richey

49 as Diamond's Vice President of Operations and Steve Walton as Diamond's CEO.

50 July 16, 2014 - CARD Placement Notification Letter sent to Diamond via Electronic and
Certified U.S. Mail.

51 July 30, 2014 - USPS Certified Mall Return Receipt showing CARD notice was forwarded
and delivered to 3636 Nobel #401, SD, CA 92122--received by Jennifer K. White.

52 August 4, 2014 - USPS Certified Mail Return Receipt showing CARD notice was

forwarded and delivered to 3636 Nobel #401, SD, CA 92122--received by Nicolas Lopez.

583 August 7, 2014 - Dun and Bradstreet Business Information Report for Diamond.

August 14, 2014 - DBH sent written notification to Diamond informing Diamond that,
54 pursuant to the Board's approval on July 15, 2014, Contract Number 77371 was formally
terminated, in whole, for default.

55 September 15, 2014 - Debarment Proceedings letter from 1SD to Diamond.
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CONTRACTOR HEARING BOARD MEMBERS FOR THIS PROCEEDING

e Kathy K. Hanks, Acting Chair of Contractor Hearing Board, Director of Health

- Services Contracts and Grants, Department of Health Services -

e Santos H. Kreimann, Deputy Chief Executive Officer, Chief Executive Office

e Sandra Pina-Barbee, Administrative Deputy, Office of the Treasurer and Tax
Collector

e Truc L. Moore, County Counsel for Contractor Hearing Board

ISD REPRESENTATIVES AT PROCEEDING
¢ Behnaz "Nazie" Tashakorian, County Counsel for Internal Services Department

¢ Yolanda Young, Internal Services Department
¢ Jim Allen, Internal Services Department

WITNESSES PUT ON BY ISD

Yolanda Young, Internal Services Department

Jim Allen, Internal Services Department

Elsa Munoz, Public Library '

Silvia Gonzalez, Department of the Medical Examiner- Coroner
Nicolette Taylor, Department of Beaches and Harbors

WITNESSES PUT ON BY MR. RUSSELL RICHEY

e Mr. Russell Richey

HOA.1109140.1 .
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CONTRACTOR HEARING BOARD MEMBERS FOR
OCTOBER 8, 2014 PROCEEDING

o Kathy K. Hanks, Acting Chair of Contractor Hearing Board, Director of Health
Services Contracts and Grants, Department of Health Services

e Santos H. Kreimann, Deputy Chief Executive Officer, Chief Executive Office

e Sandra Pina-Barbee, Administrative Deputy, Office of the Treasurer and Tax
Collector

e Truc L. Moore, County Counsel for Contractor Hearing Board

ISD REPRESENTATIVES AT PROCEEDING

e Behnaz "Nazie" Tashakorian, County Counsel for Internal Services Department
e Yolanda Young, Internal Services Department
e Jim Allen, Internal Services Department

WITNESSES PUT ON BY ISD

Yolanda Young, Internal Services Department

Jim Allen, Internal Services Department

Elsa Munoz, Public Library

Silvia Gonzalez, Department of the Medical Examiner- Coroner
Nicolette Taylor, Department of Beaches and Harbors

WITNESSES PUT ON BY MR. RUSSELL RICHEY

e Mr. Russell Richey

HOA.1109140.1
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County of Los Angeles
CONTRACTOR HEARING BOARD

313 NORTH FIGUEROA STREET, 6 EAST - LOS ANGELES, CALIFORNIA 80012

Participating Departments:
Kathy Hanks, Acting Chair Chief Executive Office
Department of Health Services
Treasurer & Tax Collector

November 6, 2014

VIA EMAIL & U.S. MAIL

Jim Jones, Director Steve Walton
Internal Services Department Russell Richey
1100 North Eastern Avenue Diamond Contract Services, Inc.
L.os Angeles, California 90063 3636 Nobel Drive, #401
San Diego, CA 92122
Steve Walton Russell Richey
Russell Richey 3913 Chapman Court
Diamond Contract Services, Inc. Altadena, CA 91001

2249 North Hollywood Way
Burbank, CA 91505

Dear Mr. Jones, Mr. Walton and Mr. Richey:

NOTICE OF TENTATIVE PROPOSED DECISION AND RECOMMENDATION OF THE
CONTRACTOR HEARING BOARD

Attached is the Contractor Hearing Board's (CHB) Tentative Proposed Decision and
Recommendation to debar Diamond Contract Services, Inc. (Diamond) and Steve
Walton for five years, and Russell Richey, for two years.

The parties may review the Tentative Proposed Decision and Recommendation and
notify the CHB of any written objections. The deadline for written objections to the
Tentative Proposed Decision and Recommendation is Friday, November 21, 2014.
Per the Implementation of Procedures for Determinations of Contractor Non-
Responsibility and Contractor Debarment ("Implementation Procedures”) adopted in
September 2014, only Mr. Richey and ISD may submit written objections. Diamond and
Mr. Walton cannot submit written objections because they did not submit written
responses to ISD's allegations and did not attend the proceedings on October 8, 2014
to present objections to ISD's allegations.

As required by the Implementation Procedures, any objections submitted must specify
the objectionable portion(s) of the Tentative Proposed Decision and Recommendation,

“To Enrich Lives through Effective And Caring Service”




November 6, 2014
Page 2

and the basis for the objections. These objections shall be hased on the evidence in
the record.

If no objections are received by the objection filing deadline, no further hearings will be
scheduled. If written objections are timely served and received by the CHB, the CHB
will schedule a subsequent hearing on Wednesday, December 3, 2014 at 1:00 PM to
allow ISD or Mr. Richey to present their objections and/or rebuttals based on the
evidence in the record of the first hearing, and limited to issues raised in the written
objections. During this subsequent hearing, either party may agree to submit the matter
to the CHB on the basis of documentary evidence only.

If you have any questions, please contact me at 213-240-7819 or at
khanks@dhs.lacounty.gov

Sincerely,

s

KATHY KAHANKS, C.P.M., ACTING CHAIR
Contractor Hearing Board
Director, Contracts and Grants Division, Department of Health Services

KH:kh
Attachments

c: Santos H. Kreimann
Sandra Pina-Barbee
Frank Cheng
Yolanda Young
Truc L. Moore
Behnaz Tashakorian

[IOA.1109161.1




County of Los Angeles
CONTRACTOR HEARING BOARD

313 N. FIGUEROA STREET, SIX EAST, LOS ANGELES, CALIFORNIA 90012

Participating Departments:
Chief Executive Office
Department of Health Services
Treasurer & Tax Collector

Kathy Hanks, Acting Chair

November XX, 2013

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors:

DEBARMENT OF DIAMOND CON'!;BACT SERVICES, INC,,
STEVE WALTON AND RUS@ELL RICHEY
ALL DIS; RICTS‘%
(-YOTES
O,

SUBJECT /i%;, %‘5 "’

K2 Wv@,@w

Request for Board approvalggto §3ee?gop’t the proposed findings, decision, and
recommendations of the Contrac%gr* Hearing Board to debar Diamond Contract
Services, Inc., Steve Walton, as an individual, and Russell Richey, as an individual,
from bidding .on, being awarded, and/or performing work on any contracts for the
County of Los Angeles from the date of the Board’s approval as a consequence of what
the Contractor Hearing Board found to be serious contract violations. With respect to
Diamond Contract Services, Inc. and Steve Walton, the Contractor Hearing Board
recommends a debarment period of five years. With respect to Russell Richey, the
Contractor Hearing Board recommends a debarment period of two years.

IT IS RECOMMENDED THAT THE BOARD:

1. Adopt the proposed findings, decision, and recommendations of the Contractor
Hearing Board (CHB) to debar Diamond Contract Services, Inc. (Diamond) and
Steve Walton for a period of five years from bidding on, being awarded, and/or
performing work on any contracts for the County of Los Angeles from the date of
the Board'’s approval of this action.

2. Adopt the proposed findings, decision, and recommendations of the Contractor
Hearing Board to debar Russell Richey for a period of two years from bidding on,
being awarded, and/or performing work on any contracts for the County of
Los Angeles from the date of the Board's approval of this action.
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3. Instruct the Director of the Internal Services Department to send notice to
Diamond, Steve Walton and Russell Richey, advising of the debarment action
taken by the Board. :

4. Instruct the Director of ISD to enter this determination to debar Diamond and
Steve Walton for a period of five years and Russell Richey for a period of two
years into the County's Contract Database.

PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

The purpose of the recommended debarment action against the contractor, Diamond,
its Chief Executive Officer, Steve Walton, and its Vice President of Operations, Russe!l
Richey, is to ensure the County contracts only with responsible contractors who comply
with the terms and conditions of their County contracts.

IMPLEMENTATION OF STRATEGIC PLAN GOALS

The recommended actions are consistent with the County’s Vision and Strategic Plan
Goal One which supports shared values of acco# ntablllty, integrity, and professionalism,
efficient and effective service delivery, a efgé enwsl,ons the County as the premier
organization for those working in the publ%?cs mterest with a pledge to sustain essential
County services through proactive and prud;?;li%gscal policies and stewardship.

FISCAL IMPACT/FINANCING Méﬁ%

Not applicable. @

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

The Contractor Non-Responsibility and Debarment Ordinance

The Contractor Non-Responsibility and Debarment Ordinance, County Code
Chapter 2.202, provides the County with the authority to terminate contracts and debar
contractors when the County finds, in its discretion, that the contractor has engaged in
certain acts, including any of the following:

» Violated a term of a contract with the County or a non-profit corporation created by
the County;

» Committed an act or omission which negatively reflects on the contractor's quality,
fitness, or capacity to perform a contract with the County, any other public entity, or
a non-profit corporation created by the County, or engaged in a pattern or practice
which negatively reflects on the same; or
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e Committed an act or omission which indicates a lack of business integrity or
business honesty.

As provided for in County Code Chapter 2.202, a contractor "...includes a contractor,
subcontractor, vendor or any of their respective officers, directors, owners, co-owners,
shareholders, partners, managers, employees or other individuals associated with the
contractor, subcontractor, or vendor who participated in, knew of, or should reasonably
have known of conduct that results in a finding of ...debarment” In considering
debarment, the County may consider the seriousness and extent of the contractor’s
acts, omissions, patterns, or practices and any relevant mitigating factors.

Contractor Hearing Board Representatives

County Code Chapter 2.202, the Contractor Non-Responsibility and Debarment
Ordinance, established the CHB to provide an independent review of a contracting
department’s recommendation to debar a contractor. The regular membership of the
CHB is comprised of representatives from ISD, the Chief Executive Office (CEO), and
the Department of Public Works (DPW). In addition, the CHB has alternate members
that include the departments of Health Services (PHS), Parks and Recreation (Parks),
Public Social Services (DPSS), and any other Gotipty departments serving as alternate
members. In the event the debarment acti,h”j; initiated by CEQ, ISD, DPW, or any

alternate member, the CHB member fromggh@‘d;epartment bringing the debarment action

will recuse himself/herself from any pafgiciﬁzgﬁéi"i‘n the hearing.
PN : ‘

In this particular debarment prog,gﬁé%’{‘g”f”%‘fﬁe CHB was comprised of representatives
from CEO, DHS and Treasurer«{%nd%"lza‘% Collector (TTC). Since ISD was bringing the
debarment action on behalf of itself, }p@ Department of the Medical Examiner —Coroner
(Coroner), the Department of Beaches and Harbors (Beaches), and the Public Library
(Library), I1SD did not participate on the CHB. DPW, Parks and DPSS also did not
participate on the CHB since they received services from the 1SD affected contracts with
Diamond. Therefore, the CHB representative from CEO participated in the hearing and
deliberations with representatives from the alternate member departments of DHS and
TTC. The DHS representative was elected by the participating members to serve as

the Acting Chair for the CHB in these proceedings.
Background

In September 2014, ISD requested the CHB be convened to initiate debarment
proceedings against Diamond, Steve Walton, and Russell Richey for:

» Violating a term of a contract with the County or a nonprofit corporation
created by the County.

» Committing an act or omission which negatively reflects on the contractor's
quality, fitness, or capacity to perform a contract with the County, any other
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public entity, or a nonprofit corporation created by the County or engaging in
a pattern or practice whic_h negatively reflects on same; and

» Committing an act or offense which indicated a lack of business integrity or
business honesty.

On September 15, 2014, 1SD sent proper notice via certified mail and email to Diamond,
its principal and Chief Executive Officer, Steve Walton, and its Vice President of
Operations, Russell Richey, notifying them of ISD’s intent to initiate debarment actions
against Diamond and these two individuals. 1SD informed them that the debarment
proceedings would be brought on behalf of ISD, Coroner, Beaches and the Library, with
a recommended debarment period of five years for each, at proceedings scheduled for
October 8, 2014 at 1:00 p.m. at the Internal Services Department, Room G101
(Attachment I). Included in this correspondence was notice to the parties that they must -
confirm in writing to 1SD by September 22, 2014, of their intent to attend the debarment
hearing.

Diamond and Mr. Walton did not confirm their attendance for the October 8, 2014
debarment hearing. They also did not appeargzat the October 8, 2014 debarment
hearing and did not submit any documentation‘,@/ ”év,,glﬂist of prospective witnesses to rebut
any evidence presented at the debarment-zgi\e;rin@ As such, their decision not to
respond was construed as a waiver by@giaﬁ@%gnd and Mr. Walton of all rights to a
hearing before the CHB. " %@3%
Mr. Richey confirmed his attend%gzg%iz@j”’fhe October 8, 2014 debarment hearing. On
September 24, 2014, I1SD providggd i Richey with a list of prospective witnesses and
copies of all documentary evidence itsblanned on using at the debarment proceedings.
Mr. Richey, however, did not proviﬁg a similar list of his own prospective witnesses or

any copies of documentary evidence that he planned to use.

On October 8, 2014, ISD proceeded in Diamond and Mr. Walton's absence in placing
‘an uncontested debarment recommendation before the CHB. At that same hearing,
ISD also presented its recommendation to debar Mr. Richey. Mr. Richey opposed the
debarment, and was provided an opportunity to present his case, offer rebuttal evidence
and cross-examine witnesses. After the close of the evidentiary portion of the hearing,
the CHB voted to recommend a five year debarment of Diamond and Mr. Walton, and a
two year debarment of Mr. Richey.

The hearing was publicly noticed, scheduled, and conducted on October 8, 2014 at 1:00
p-m. at the Internal Services Department, Room G101. The proceedings were recorded
and the recording is available upon request, as well as all documents entered into the
record as exhibits during the hearing.

+ Attachment Il is a listing of the exhibits that were entered into the record, and which
form a part of the record and this recommendation, as though fully set forth herein.
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* Attachment Ill is a listing of CHB members for this proceeding, 1SD representatives,
witnesses put on by ISD, and participating lawyers from County Counsel.

SUMMARY OF EVIDENCE AND ARGUMENT

The County Counsel representative for ISD presented evidence in the form of
testimony, correspondence and supporting documentation demonstrating that Diamond,
Mr. Walton and Mr. Richey breached the terms of Diamond's agreements with the
County, and should be debarred. Diamond breached applicable sections of all of its
contracts with the County related to Work, Term of Contract, General Provisions for all
Insurance Coverage and Insurance Coverage.

Pertinent Facts and Evidence
County Contracts with Diamond

Diamond was required to provide custodial services to County departments under ten
(10) separate Board of Supervisors' (Board) approved contracts. Diamond had one
contract with Coroner, five contracts with Libranj4gne contract with Beaches and three
contracts with ISD. e R %‘%

On June 4, 2008, the Board approved C(%ﬁfr« %#76585 for Custodial/Related Services
for Coroner ("Coroner Contract"). Br‘él a@ﬁo the Coroner Contract, Diamond was to
provide highly trained custodial staffdevoted solely to the autopsy security and
laboratory floors to perform daigi ’?%%%ialized cleaning and removal of biological and
medical waste following the perfo“r‘f@%gte of autopsies.

On February 2, 2010, the Board approved Contract #77231 for Custodial Services at 12
libraries located in the Public Library's Custodial Area 3. On February 16, 2010, the
Board approved Contract #77242 for Custodial Services at 16 libraries located in the
Public Library's Custodial Area 5. Contract #77231 was subsequently amended to add
another library facility, to bring the total to 17 facilities under this contract. On March 2,
2010, the Board approved Contract #77250 for Custodial Services at 10 libraries
located in the Public Library's Custodial Area 1. Contract #77250 was subsequently
amended to add another library facility, to bring the total to 11 facilities under this
contract.. On November 7, 2012, the Board approved Contract #77862 for Custodial
Services at 15 libraries in the Public Library's Custodial Area 6. On January 8, 2013,
the Board approved Contract #77906 for Custodial Services at 15 libraries located in the
Public Library's Custodial Area 4. All five contracts will hereinafter be collectively
referred to as the "Library Contracts." In total, Diamond was providing custodial
services for 70 libraries, with scope of works requiring regular cleaning of these
facilities, including public restrooms.
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On July 6, 2010, the Board approved Contract #77371 for Janitorial Services for
Beaches ("Beaches Contract”). Pursuant to the Beaches Contract, Diamond was
required to clean the facilities and public restrooms at Chace Park, the Visitor Center in
Marina Del Rey, Dockweiler Youth Center, Beach's Administrative Bulldlng and the
Redondo Beach Warehouse.

On July 3, 2012, the Board approved ISD's Contract #77812 for Custodial Services at
the Barry J. Nidorf Juvenile Hall and Court, and Kenyon Juvenile Justice Center Sub-
Office. On December 11, 2012, the Board approved ISD's Contract #77892 for
Custodial Services at County department facilities located in Region 1 and Contract
#77896 for Custodial Services at County department facilities located in Region 6.

Diamond's Breach

On June 4, 2014, Mr. Walton notified ISD, Beaches and the Library, via email, of
Diamond's intent to sell and/or transfer all of its assets, effective June 9, 2014, to a
custodial services company that to this day remains unknown to the County. This same
notice was provided to the Coroner on June 5, 2014. The County, by way of ISD and
Beaches staff, notified Diamond that County ap%@val was required for any assignment
and that further information about this new compagy would be required. Diamond was
required to provide information regarding thl%n ﬁyv company to ISD staff by 9:00 AM on
June 5, 2014, so that the County could p% its due diligence review of the company
prior to approving any contract ass:gnment.s ﬁ%mond failed to meet this deadline, and
did not identify any company for assu%:ﬂ‘ j /e

Following Diamond's failure to @gét%eﬁg 00 AM deadline on June 5, 2014, I1SD staff
contacted Mr. Walton at Dlamond‘é’v %ételephone at 9:30 AM to discuss the issue. At that
time, Mr. Walton disclosed to ISD*staff that Diamond would not be able to provide
services to the County under any of its ten contacts because it did not have the funds to
purchase workers compensation insurance. Diamond's current workers compensation
insurance would expire at 12:01 AM on Monday, June 9, 2014. Diamond did tell ISD
staff, however, that. it would continue to provide services up to and including Sunday,
June 8, 2014 at 12:00 PM. Following the conference call, ISD staff sent a confirming
email at 12:44 PM capturing the items discussed on the conference call, to which Mr.

Walton replied and confirmed the correctness of the email.

It was also on June 5, 2014 that ISD staff received complaints from its County
department contract facilities that they had run out of paper supplies that were to be
provided by Diamond under its County contracts, and the facilities needed supplies as
described in an email, "ASAP". The Library also experienced similar paper supply
shortages. 1SD staff contacted Diamond regarding this issue. Mr. Richey responded
via email to ISD and Library staff at 10:40 AM on June 5, 2014 apologizing for the
supply situation at the facilities, and stated "...we have worked extremely hard the entire
week to resolve this problem...We have depleted most of our inventory and Diamond
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does not have the ability to purchase more supplies." Yet, Diamond's contracts
required that it have at least two weeks of paper supplies in place.

On June 5, 2014, ISD notified the Board by way of a Board memo of ISD's intent to

work with the impacted County departments to transition services to other contractors,

and to seek formal termination of the ten contracts. That same day, ISD and the Library
advised Diamond of their intent to terminate the ISD Contracts and Library Contracts.

ISD and the Library confirmed in their June 5, 2014 letter that Diamond will cease

providing custodial services effective June 8, 2014 and that the County will only pay for

services rendered by Diamond up to and including June 8, 2014.

On June 6, 2014, the Coroner advised Diamond of its intent to terminate the Coroner
Contract. The Coroner also required Diamond to cease providing custodial services
effective June 8, 2014 and that the County will only pay for services rendered by
Diamond up to and including June 8, 2014.

- On June 8, 2014, Diamond did not provide custodial services to the Coroner. as
required, and did not provide Coroner with advance notice that no custodial services
would be rendered. When Diamond failed to p’ggorm the Coroner required a County
employee, a Forensic Technician who was quahf‘é% to work with biological hazards, to
- work overtime to clean the autopsy floor aregg
’x’?o .

On June 9, 2014, Beaches advised Dx any) ﬁpgﬁ of its intent to terminate the Beaches
Contract. Beaches advised Diamongy tth e County will only pay for services rendered
by Diamond up to and including JuQe 4%:@44

ISD thereafter worked with the%g Scted County departments to execute contract
amendments to add 70 of the affected facilities (59 ISD contract facilities, one Coroner
facility, and ten Beaches facilities) to two existing 1SD custodial service contracts with
other vendors. The amendments were effective June 9, 2014, allowing for continuity of
service at these facilities. ISD incurred staffing costs for overtime on June 6, 7 and 8 to
transition these services to other vendors, to conduct site visits, and to otherwise deal
with. Diamond's breach.

The Library also procured temporary custodial services for the 70 affected library
facilities initially via Purchase Orders (PO) from two of its existing custodial service
contractors in order to obtain enough time to secure Board approval of amendments to
existing contracts to add these facilities. On June 10, 2014, the Board approved
amendments to two existing Board approved contracts to add the 70 affected library
facilities. The Library incurred staffing costs for overtime worked from June 5, 2014 to
June 13, 2014 to schedule the temporary services, transition the services to other
vendors and to seek Board approval of the terminations and new contract amendments.

Termination of Diamond's Confracts
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On June 10 2014, the Board approved the Library's recommendation to terminate the
five Library Contracts with Diamond. The Library notified Diamond via certified mail and
email on June 10, 2014 of the termination.

On July 15, 2014, the Board approved I1SD, Coroner and Beaches' recommendation to
terminate the three 1SD Contracts, the Coroner Contract and the Beaches Contract.
ISD notified Diamond via letter on July 15, 2014 of the termination. Beaches sent its
termination notice to Diamond on August 14, 2014.

On July 16, 2014, ISD notified Diamond via certified letter and e-mail that they would be
placed in the County of Los Angles Contractors Alert Reporting Database (CARD). The
basis for CARD entry was a result of Diamond (1) experiencing financial, administrative,
programmatic or legal issues that affect their ability to comply with the County contract
requirements, and (2) the County is imposing contractual remedies against the
contractor for non-compliance with the County contract requirements. Diamond did not
respond to the notice, and did not submit any information challenging their placement
into CARD. On August 4, 2014, Diamond was placed into CARD.

Debarment proceedings were initiated after Dla@onds placement into CARD, given
Diamond's breach lmpacted approximately 140 Gfounty facilities.

Argument N
At the October 8, 2014 debarmen fh i‘?gj@lSD presented testimony and written
documentation to support ISD, Cor n Beaches and the Library's recommendation for
debarment. Mr. Richey attendegt’thég ebarment hearing, and presented oral testimony
on his own behalf and cross-exafgingd witnesses put on by ISD. The CHB finds that
ISD, on behalf of itself, Corone‘rﬁ Beaches and the Library, established by a
preponderance of the evidence the following issues below, which support debarment:

Diamond Violated a Number of Terms in its Ten County Contracts

Diamond breached applicable sections of all of its contracts with the County related to
Work, Term of Contract, General Provisions for all Insurance Coverage and Insurance
Coverage of its contracts with the County.

Section 3.0 (Work) required Diamond to provide janitorial/custodial services to ISD's
contract departments, Beaches, Coroner and the Library. Per Section 3.0, Diamond
was required to "fully perform, complete and deliver on time, all tasks, deliverables,
services and other work" as required in the contracts. Many of Diamond's contracts
also required that Diamond have two weeks of paper supply in stock. Section 4.0 (Term
of Contract) of the County contracts with Diamond also contemplated initial terms and
option terms, that if exercised in the sole discretion of the County, would have required
Diamond to provide services through 2015 to 2018, dependmg on the contract. Clearly,
Diamond breached Section 3.0 and Section 4.0, given it did not fully perform the
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janitorial/custodial services work it was required to perform for the entire duration of the
contracts. Further, testimony was provided during the debarment hearing that Diamond
did not provide critical services to Coroner related to clean-up work after autopsies, and
that toilet paper supplies ran out at public County facilities.

Diamond's ten contracts with the County also required Diamond, per Section 8.24
(General Provisions for all Insurance Coverage) and Section 8.27 (Insurance
Coverage), to purchase workers compensation insurance as a condition of doing
business with the County. Without the proper workers compensation insurance in
place, Diamond could not perform the required custodial services under its ten contracts
for the entire required term. As a result, 140 County facilities were impacted and lost
custodial/janitorial services much earlier than the initial and option term years of 2015 to
12018, depending on the contract.

Diamond, Steve Walton and Russell Richey Committed an Act or Omission
Which Negatively Reflected on the Contractor's Quality, Fitness, or
Capacity to Perform a Contract with the County

The lack of sufficient advance notice to the Cgunty that Diamond could no longer
perform under its contracts with the County%ef//“e‘gatively reflected on Diamond, Mr.
Walton and Mr. Richey. Within four days oggﬁrgg advising the County on June 4, 2014
that Diamond would be sold to some unknows’ company, Diamond ceased to perform

on ten county contracts involving approxinﬁ’%ﬁe,ly;ﬁmo County facilities.

Diamond and Mr. Walton were ﬁgg‘%ﬁé”tfwforthright regarding Diamond's inability to
procure workers compensation igsurdpnde. Mr. Walton, as the Chief Executive Officer of
Diamond, presumably made or*“ha /a hand in making the decision to not renew
Diamond's workers compensation dnsurance. Instead of disclosing to the County
immediately when that decision was made not to procure the insurance, Diamond and
Mr. Walton waited until June 5, 2014 to disclose this fact. Further, none of the parties
mentioned the insurance issue on June 4, 2014, when they spoke with County staff
regarding this purported assignment of Diamond's assets.

It also appears from Mr. Richey's email sent on June 5, 2014 and testimony presented
by Mr. Richey at the debarment hearing, that he had knowledge about Diamond
experiencing financial problems which impacted its ability to purchase supplies (like
toilet paper). Mr. Richey knew that Diamond did not have enough paper supplies to
meet its contractual obligations, yet he did not notify the County sufficiently in advance
for the County to make contingency plans. Mr. Richey also appears to have some
knowledge about a possible bankruptcy impacting Diamond, but never disclosed this to
the County (neither did Mr. Walton). Yet, Mr. Richey was the Vice President of
Operations and the project manager, and was responsible for the day to day contract
activities.
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Diamond, Mr. Walton and Mr. Richey's lack of sufficient notice to the affected County
departments regarding its impending breach, its attempt to seek approval to assign
Diamond's contracts to an unknown new company, and its lack of forthrightness
regarding its failure to procure required insurance, demonstrates that Diamond
committed multiple acts and omissions which negatively reflected on the contractor's
quality, fitness, or capacity to perform a contract with the County. In addition, the
actions of Diamond, Mr. Walton and Mr. Richey resulted in ISD, Beaches, Library and
the Coroner initiating extraordinary efforts to replace the contracted services within a
four day period in order to not create public health hazards at County facilities that not
only serve County employees, but members of the public.

Diamond, Steve Walton and Russell Richey Committed an Act or Offense
Which Indicates a Lack of Business Integrity or Business Honesty

Diamond, Mr. Walton and Mr. Richey's actions and omissions, as well as their lack of
forthrightness regarding their inability to meet County contract requirements, indicates
that the contractor and its principal and high level executives, were unwilling and/or
unable to take responsibility for Diamond's contractual commitments and actions. The
County only does business with "responsible scontractors” (County Code section
2.202.010). The purpose of the ordinance js“tg promote integrity in the County's
contracting process. A non-responsible confgBctor i§0ne which has displayed a lack of
business ethics and business integrity, as m,@fstrated by these three parties.
oy,
FINDINGS AND RECOMMENDED Q%E@IS%N%
By, gt

After considering the evidence \afg?*a;@uments presented by ISD representatives, the
CHB concluded that the following%f%{c;éﬁrs assisted them in reaching their decision for the
debarment of Diamond and Steve Walton for a period of five years, and Russell Richey
for a period of two years:

> Whether a contractors’ wrongdoing was intentional or inadvertent. Whether and
fo what extent a contractor planned, initiated, or carried out the wrongdoing.

The CHB concludes that through the actions of Diamond, Mr. Walton and Mr.
Richey, Diamond intentionally breached the requirements of its ten contracts with
the County. The CHB finds that Diamond was not forthcoming about its inability
to pay for workers compensation insurance and did not provide County with
sufficient notice of this issue until they failed to provide on June 5, 2014, the
name of the company that would purchase Diamond's assets. On June 4, 2014,
Diamond notified ISD, Beaches and the Library, via email of its intent to sell
and/or transfer all of its assets effective June 9, 2014. Only after Diamond
missed the 9:00 AM deadline on June 5, 2014 to turn over information about this
new company, did Mr. Walton inform the County that Diamond was unable to buy
workers compensation insurance.
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Further, during Diamond's call with ISD staff on June 5, 2014, Mr. Walton stated
that the costs to procure and maintain worker's compensation insurance were
exorbitant, and the company could not pay the premium. Mr. Walton's
statements clearly indicate that he knew what the premium costs were, and
made the business decision not to purchase the insurance. The insurance is a
requirement of Diamond's contracts with the County, and Diamond should have
immediately disclosed to the County that it would not be able to. meet this
requirement. Instead, Diamond waited until four days before its insurance would
lapse, to notify the County of this serious deficiency. :

Mr. Richey provided testimony at the debarment hearing that he did not know
that Diamond was being sold to another company, and testified that he first
learned of it on June 4, 2014 when he participated in a conference call with Mr.
Walton and ISD staff. Mr. Richey also testified that he did not know about the
workers compensation issue either, and that the operations side of the company
was "kept in the dark”. Based on this testimony and the answers provided by Mr.
Richey when questioned by the CHB members, the CHB notes that this
testimony mitigates the recommended five year debarment period requested by
ISD for Mr. Richey.

Mr. Richey did, however, have prior l%m’%?\;vfleg@g that Diamond was low on paper
supplies it was required to provide at %‘e;y ain County facilities, and that Diamond
no longer had the funds to purchasggjgfag%needed supplies. Mr. Richey failed to
notify County staff suﬁicienﬂ}gﬁf@a Vance of this so the County could prepare
accordingly. Only when ISDugnd=Beaches staff contacted Diamond, did he
reveal in an email on Jupe %2@;14, that "We have worked extremely hard the
entire week to resolve th%%g‘r(gblem...We have depleted most of our inventory
and Diamond does not have ‘the ability to purchase more supplies." Mr. Richey
also provided testimony at the debarment hearing that he was aware that
Diamond was having financial issues and as a result, suppliers were no longer
selling products to Diamond. Mr. Richey also provided testimony about an
apparent bankruptcy that Diamond had filed. In any event, Mr. Richey knew for
at least a week, if not longer, that it was short on supplies, that Diamond was
moving supplies between facilities and that Diamond could not purchase more
supplies. Yet, this was only disclosed to the County when the County inquired
about the paper supply shortages, after receiving complaints from County
facilities. Diamond's contracts required that it to have at least two weeks of

paper supplies in place.

> Whether a contractor's principals or other individuals associated with the contract
participated in, knew of, or tolerated the offense.

The CHB finds that Mr. Walton, a principal of Diamond who also served as the
Chief Executive Officer, participated in, knew of, and tolerated the actions and
inactions that resulted in Diamond breaching ten contracts involving
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approximately 140 County facilities. The CHB also finds that Mr. Richey also
knew of Diamond's inability to perform, as evidenced by its failure to have
adequate supplies on hand, but failed to adequately notify the County.

> The positions held by the individuals involved in the wrongdoing.

The CHB finds that the acts leading to Diamond's breach were committed by
individuals at the highest levels in the company. Mr. Walton is the Chief
Executive Officer of Diamond and Mr. Richey is the Vice President of Operations.
All of the contracts, except for the Coroner Contract, named Me. Richey as
Diamond’s Project Manager Amendments executed with ISD on Contract
#77812, #77892 and #77896 identify Mr. Walton as the CEO and Mr. Richey as
the Vice President of. Operations. Mr. Richey-continued to be identified as
Diamond's project manager on those contracts. Per Section 7.0 (Administration
of Contract — Contractor), the Project Manager "shall be responsible for the
Contractor's day-to-day activities" as related to the contracts.

> Actual or potential harm or impact that results or may result from the wrongdoing.

The CHB finds that the harm and impact{é%he County as a result of Dlamond S
breach was severe. As a result Dlam@,nds failure to meet its contract

~ requirements to procure workers compeﬁsatlon insurance, and it's unreasonably
short notice that it could no Ionger pé’rf@J:fn due to lack of insurance, ISD and the
impacted departments scram Vb t@ftransmon the. services to other custodial
contractors over a three daxﬁg% d*%

ISD incurred staffing overtige costs for June 6, 7, and 8" to transition 59 1SD
contract facilities, one Coroner contract facility and 10 Beaches facilities over to
two existing ISD custodial contracts. Beaches staff testified that Diamond's
breach resulted in "chaos", given the facilities that were impacted were very
heavily visited by the public and the June time period marked the start of summer
beach attendance. ISD staff provided testimony at the hearing that it incurred an
estimated 500 hours of overtime and overtime costs in excess of $20,000 to
address Diamond's breach and to transition those services. In addition, given
that Beaches and Coroner had to transition their custodial needs to ISD for
handling, these two departments will collectively incur a combined $150,000
annually for ISD custodial contract service management. Beaches and Coroner
would not have incurred these costs, except for the actxons of Diamond, Mr.
Walton and Mr. Richey.

Similarly, the Library scrambled to transition the custodial services for its 70
impacted libraries to two other Library custodial vendors. County Library staff
testified during the debarment hearing that Diamond's breach had a
“catastrophic" impact, with 80% of County library facilities being impacted. As a
result the Library incurred staffing costs for overtime worked from June 5, 2014
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through June 13, 2014 to schedule intermittent services, negotiate the additional
services, file the Board letter and prepare and execute the contract amendments
fo transition the services.

The Coroner was also severely impacted by Diamond's failure to show up on
June 8, 2014 to clean the Coroner autopsy floors in its facility. Coroner received
no notice from Diamond regarding its inability to perform. When Diamond failed
to perform, the Coroner required a County employee, a Forensic Technician who
was qualified to work with biological hazards, to work overtime to perform the
cleanings. These are highly specialized services that Diamond was required to

- provide. Instead, the Coroner was left to require a Forensic Technician with the
proper technical background, to perform the work. Coroner staff testified during
the debarment hearing that there would have been serious potential health and
safety issues if the cleaning services couldn't be performed.

> Whether a contractor has accepted responsibility for the wrongdoing, recognizes
the seriousness of the misconduct that led to the cause for debarment, and has’
taken corrective action to cure the wrongdoing, including taking appropriate
disciplinary actions against those responsible.
There is nothing in the record of this d%éga m%é"’ra.t hearing to suggest that Diamond
and Mr. Walton had taken any_résfonsibility for their actions and their
wrongdoing. As for Mr. Richey, wh%?ﬁ%agﬁed by a CHB board member regarding
whether he took any respo‘%s’*fﬁ%]itﬁﬁ‘or his actions, he accepted little to no
responsibility, because he .a‘lm,g “he’ did not know. However, Mr. Richey knew,
at minimum, about the qu"ger 'séxﬁ,ply shortage since he was serving as the Vice
President of Operations. Hg was also the Contractor's Project Manager on the
County contracts and as suchi, was responsible for the day to day operations of
these contracts.

» Whether a contractof had effective standards of conduct and internal control
systems in place at the time the questioned conduct occurred.

Diamond, Mr. Walton and Mr. Richey (as the Project Manager), had no internal
controls in place, including a back-up plan to support the County departments
with continued services. According to testimony presented by Mr. Richey,
Diamond had financial resource issues that affected its ability to buy supplies,
there were inadequate supplies in inventory as required by the contracts, and as
such, there was no other means or recourse to secure the necessary supplies to
meet the requirements of Diamond's contracts with the County. If there had been
another event that had occurred during this June time period (instead of lack of
insurance), Diamond still would not have been able to meet the requirements of
the contracts because they had no "Plan B” in place.
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Therefore, by unanimous vote, the CHB recommends to your Board that Diamond,
- Steve Walton and Russell Richey be debarred.

By another separate unanimous vote, the CHB recommends debarment for a period of
five years for Diamond and Steve Walton. With respect to Russell Richey, the CHB
recommends a two year debarment. The CHB did spend some time deliberating a one
or two year debarment for Mr. Richey, and did not accept ISD's recommendation of five
years. The CHB weighed the fact that Mr. Richey had prior knowledge of Diamond's
inability to procure adequate supplies, against the fact that Mr. Richey claimed that he
had no control over Diamond's financial operations, and that certain County witnesses
during the debarment hearing had acknowledged Mr. Richey's attempts to provide good
customer service during the performance of some of the contracts. As a result, the
CHB voted unanimously to debar Mr. Richey for only two years.

IMPACT ON CURRENT PROJECTS

Not applicable.

CONCLUSION

,ﬁa’%@% -
Due to the foregoing, and to ensure that th& Coufity contracts only with responsible

contractors who comply with all relevant %w@%as well as the terms and conditions of
their contracts, the CHB respectfully requig ;;gf%that your Board adopt the proposed
findings, decision and recommend%,ti'é"ﬁ’s re%ating to Diamond Contract Services, Inc.,
Steve Walton and Russell Richeng P '

Respectfully submitted, V‘%@@f

Kathy K. Hanks, C.P.M.
Director, Department of Health Services Contracts and Grants
Acting Chair, Contractor Hearing Board

KH:kh
Attachments (3)

c: XXXXXX
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County: of Los Angeles

.!NTERNAL SERVICES IEPARTMENT
* 1100 North- Easter :
‘Los Angeles Callfornla:90063

JIM: JONES ' S 'rl:"’t'a\lgphone (323) 2672101
e e oS 323) 415-8664
Diector , *To envichlives through ‘effective and ciming service ™ ¢ )

‘September 15, 2014

" CERTIFIEDMAIL
RETURN RECEIPT REQUESTED

Mr. Steve Walton

Mr..Russell Richey |

Diamond Contract Services, Inc: DI act:Services; Inc.

3636 Nobel Drive, #401 : 73’2249 North ollyw Ood Way v
San Dxego CA 92122 . Burbank CA 91505 )

Mr. Stev" W’lton ,

Dear Mr. Steve Walton and Mr ‘Russell: thhey
DEBARMENT“ ROCEEDINGS

The County of Los Angeles nternal Servi

_Examiner - Coroner, Department of Beact
initiate debarment ‘proceedings' ‘against.eac
Contract Services, Inc. A récommended- de ) s will ‘be p ,
Los Angeles County Code Chapter 2.202, Determmatlon of Contractor Nonw_Responsmlhty
and Contractor Debarment.

You are hereby notified that the debarment hearing with the Contractor Heanng Board will
be held on:

Date: Wednesday, October 8, 2014

Time: 1:00-pim.

Place: Internal Serv:ces Department Room G101
1100 North Eastern Avenue
Los Angeles, CA 90063

This notice specifies the basis for the debarment recommendation,. the proposed period of;
debarment and a summary of evidence 1o support the rec ommendatton in-Attachment A,
incorporated herein by reference; .

At the Contractor Hearmg Board, you are" entitled to- appaar andlor: be represented by an.
attorney or cther representative to- present e\ndence agamst a fmdmg of debarment. At the:




Mr. Steve Walton
Mr. Russell Richey
September 15 2014
Page 2 of 2

After the: debarment hearmg, the Cont
tothe County Board of Supervxsors (Bf

;the scheduléﬁ_ﬁ' hearmg

If Diamond, bor elther or both of you lntend to p, ent evndence agamst the proposed g

debarment, you must provide ISD with“a list-of prospective witnesses and five (5) copies of
all documentary evidence at least five: (5) days prior to. thegscheduled hearmg The deadlme S

to subrmt these dO( uments 1s 12 00 p-m,

Wed nesday,

" “If yourhave- any. que_stxons please convta‘

ing, Contracting Division Manager, at
(323) 267-3101. SRR R TR

Very trulyyours,

. Diregtor

c: County Ceunsel -
Contractor Heanng Board Members




'Servnces Inc. (Dlamond) by and{,thr ri
President of Operations, Russell Rick
County or a nonprofrt corporatlon cr

.vsame and (3) ‘committed an act
or busuness honesty

(Coroner) Department of Beaches and Harbors (DBH), and Pubilf "tbrary (L:bra'ry) wm
recommend a five year debarment for Diamond’ and its: pnncxpal Steve Walton and rts
Vice President of Operations, Russell chhey ' :

A summary of the evadence to support the debarment recommendetlon IS set forth
betow : s R DI . -

1 D:amond was contracted to pr Srvices under | 'arate Board-
] ' contracts)

‘.selt/transfer subetantlalty atl of its
t._{contracts to, an unnamed custo :

’ﬁ*County requested r
s -assxgnment requested by

“ hot abte to 1dentn‘y a Vtable company by tha} v Hfate a'nd ttme ;

On June 5 2014 the County contacted =Dlamond and‘*-Dxamond notmed the -
“County that they did not have the funds _,procure the 1ontractually required
workers' compensation insurance premxum As a result, Diamond was unable to-
provide the required custodial services for any of the County departments after
June 8, 2014, affecting a. totat of 140 County facm’ues and: approx;mately 309
contract workers . , '

Diamond was also contracted to prcwde custodral serwces to the Commumty
Development CommISSlon/Housmg Authonty whose Board of Commlssnoners
also sit'as the Board of Supervxsors : : o

Diamond drd not provide the County thh advence notice that it would not be able
to procure the contractually requlred msurance premlum o

:Pagert .




On June 5, 2014, ISD was made aware that several facilities were: not provrded
with adequate supplies, as. contractual}y required.” 1ISD contacted
resolve the:i ISSUQ . Russell"Rr : fi

b ¢ ure the contractuallys
rn_surance premrum (rv) inability to identify a
vrable custodral company that coul, “‘provide: the -contracted services; and )

‘its contracted f ‘crlmes effectlve June 5, 2014 .

Dlamond due to thelr mabmty to m'al,

The County rs prepared to produce
‘the Board C 5 v

' ”-v...:}The County sent wntten notn‘r?w i
,:'Dlamonds custodial. servict
senton the fo owing: date :

s June 5, 2014 -
e June6 2014 Coro
o June9 2014 DBH

ntto formally termmate_
hegnotrﬂcatron letters were{;

service. ﬂoor areas Addstronatly, Dramond férled to provrde servrces o'r{ other
County departments , : : . )




combmed annuaI tota! of
management FEE

ISD “incurred. stafﬂng costs. for overtrm ,worked on June 6, 7; -and ‘8 (Friday,
‘Saturday; and. Sunday—outside of reg arly scheduled’ workmg days) to‘conduct
site visits, negotiate the-additional services to exrstmg contracts,. ldentlfy accurate’
‘contract costs, and develop and execute contract amendments prior: to Monday, :
June 9, 2014. S .

on Ju'ne 9, 2014 -t

The Library incurred staffrng costs for overtrme worked from June 5, 2014 to
June 13 2014 to sched. '

"to acqurre replacement servrces short perrod “of tlme (u) he resu!tant
increase in costs that DBH and Coroner will-incur for the - provision of custodial
services, and (iii) the number of overtime hours worked by ISD and Library staff
to transition setvices ensurmg the contrnurty of crmca! services - past June 8,
2014. - :

. On June 10, 2014 the Board approved the:Library's: reoommendatron to formally
terminate - its* contracts “with. Diam in whole, default, pursuant to-the
termination - for default. provision each. contrac . for vnolatmg contract:
provrsrons mcludmg but not- hmrted to o‘rk (u) Term of Contract (m) General

 Pages




BASIS FOR PROPOSED EB/ 'MENT‘ ' E(‘OM_MENDATKON AND.
SUMMARY OF EVID NG '

The: County lS prepared
'termmatton of the custodral

. The County sent written notrﬂcatro o
to the Board’s approval on-June: ’10,;2014 and July 15 2014 lts contracts wrth
the County have been forrnally ter 1) t

" The: County is: prepared
V‘Dramond relatmg to Ol

: and wasv

The - County is prepared to produce dooumentary evrdence of “the
correspondence relatlng to Dtamond 'S placement rn CARD o

tice_ that the CARD
ectronically - and- via

. On July 30, 2014 and Au 44' 2014 ISD receNe
‘notification 'letters sent to ' Diamond. “which ‘were :
Certified U.S: Mail to two: eparate: addresses ‘on file N. Hollywood Way,
Burbank, CA 91505 and 1143 iowen' Street, North _Hywood CA 916085),
‘were forwarded and deirvered (ol 636 Nobel #401 'SD, CA: 92122 .

Paged



ATTACHMENTA |
BASIS FOR PROPOSED DEBARMENT RECOMMENDATION.AND
SUMMARY OF EVlDENCE T ORT THE RECOMMENDATION

The County is: prepared to- produce "'documentary -evidence of Diamond’s
forwarding address - 3636 Nobel. Dr#401 SD CA 92122,

10.1SD executed amendments to re' :
Diamond's custodial - se
77892, and 77896). These Iments: ide
'Dramonds Authorized " Official, and Russell
Diamond’s Prorect Manager '

The County ‘is prepared to- produce documentary evidence that' ISD executed
amendments 1o replace. Exhibit F, Contractors Admrmstratron ’

11.As of August 8, 2014, '--e search on  Diamond's -website
(hitp:/idiamondcontract. com) rdentrﬂes the followrng

o Russell Rrohey Vrce Presrdentof Operatrons

Contreras Treasurer oo
o Headquarters 3636 Nob .Dr‘ te- _1;}San Drego ‘CA 92122

The County is prepared to produce documentary evrdence of the record..

Page 5
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DEBARMENT DOCUMENTARY EVIDENCE
DIAMOND CONTRACT SERVICES, INC.

- OCTOBER 8§, 2014

S : i 7 A

June 4, 2008 - Board Letter - Request for approval and award of the Custodial Services
Contract with Diamond to provide custodial services for the Department of Medical
Examiner - Coroner (Coroner).

February 2, 2010 - Board Letter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodiai services for Public Library (Library)
Area 3. '

February 16, 2010 - Board Letter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodial services for Library Area 5.

March 2, 2010 - Board Letter - Request for approval and award of the Custodial Services
Contract with Diamond to provide custodial services for Library Area 1.

July 6, 2010 - Board Letter - Request for approval and award of the Custodial Services
Contract with Diamond to provide custodial services for the Department of Beaches and
Harbors (DBH).

"IContract with Diamond and 1SD to provide custodial services at Barry J. Nidorf Juvenile

July 3, 2012 - Board Letter - Request for approval and award of the Custodial Servid_es

Hall and Court, and Kenyon Juvenile Justice Center Sub-Office (Probation).

November 7, 2012 - Board Letter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodial services for Library Area 6.

December 11, 2012 - Board Letter - Request for approval and award of two Custodial
Services Contracts with Diamond to provide custodial services for 1ISD Regions 1 and 6.

January 8, 2013 - Board Letter - Request for approval and award of the Custodial
Services Contract with Diamond to provide custodial services for Library Area 4.

10

June 4, 2008 - Custodial Services Contract with Diamond to provide custodial services for
Coroner (Contract 76585).

11

February 2, 2010 - Custodial Services Contract with Diamond to provide custodial
services for Library Area 3 (Contract 77231).

12

February 16, 2010 - Custodial Services Contract with Diamond to prdvide custodial
services for Library Area 5 (Contract 77242).

13

March 2, 2010 - Custodial Services Contract with Diamond to provide custodial services
for Library Area 1 (Contract 77250). :

14

July 8, 2010 - Custodial Services Contract with Diamond to provide custodial services for
DBH (Contract 77371). :

16

July 3, 2012 - Custodial Services Contract with Diamond and 1SD to provide custodiai
services at Barry J. Nidorf Juvenile Hall and Court, and Kenyon Juvenile Justice Center
Sub-Office (Contract 77812 - Probation Fagcilities). .

16

November 7, 2012 -Custodial Services Contract with Diamond to provide custodial
services for Library Area 6 (Contract 77862).

17

December 11, 2012 -Custodial Services Contract with Diamond to provide custodial
services for ISD Region 1 {Contract 77892).

18

December 11, 2012 -Custodial Services Contract with Diamond to provide custodial
services for ISD Region 6 (Contract 77896).

19

January 8, 2013 - Custodial Services Contract with Diamond to provide custodial services
for Library Area 4 (Contract 77906).




DEBARMENT DOCUMENTARY EVIDENCE
DIAMOND CONTRACT SERVICES, INC,

OCTOBER 8, 2014

April 1 2013 - Amendment replacing Exhibit F, Contractor's Administration
(ISD Contract 77892) - identjifies Russell Richey as Diamond's VP of Operations and
Steve Walton, CEO, as Diamond's Authorized Official.

April 1, 2013 - Amendment replacing Exhibit F, Contractor's Administration
(ISD Contract 77896) - identifies Russell Richey as Diamond's VP of Operations and
Steve Walton, CEQ, as Diamond's Authorized Official.

22

April 3, 2013 - Amendment replacing Exhibit F, Contractor's Administration
(ISD's Probation Contract 77812) - identifies Russell Richey as Diamond's VP of
Operations and Steve Walton, CEQ, as Diamond's Authorized Official.

23

June 4; 2014 - Email correspondence from Diamond to I1SD requesting approval to assign
its contracts effective June 9, 2014 and ISD's response to Diamond.

24

June 4, 2014 - Emall correspondence from Diamond to DBH requesting approval to
assign its contracts effective June 9, 2014 and DBH's response to Diamond.

25

June 4, 2014 - Email correspondence from Diamond to Library requesting approval to
assign its confracts effective June 9, 2014.

26

June §, 2014 Email correspondence from Diamond to Coroner requesting approval to
assign its contracts effective June 9, 2014.

27

June 5, 2014 - Email correspondence confirming Diamond's inability to: (i) procure the
required workers' compensation insurance premium, and (i) provide the contracted
services for any of the County departments after June 8, 2014.

28

June 5, 2014 - Email correspondence from Russell Richey indicating that, effective
immediately, Diamond would no- !onger be able to provide supplies for its contracted
facilities.

29

June 5, 2014 - Memorandum from ISD to the County of Los Angeles Board of Supervisors
(Board) notifying the Board of 1SD's intent to work with the impacted depariments to: (i)
transition services to other custodial contractors; and (i) seek the formal termination of
ten custodial services contracts with Diamond, due to their inability to maintain workers'
compensation insurance.

30

June 5, 2014 - 1SD's written notification to Diamond of its intent to terminate Diamond's
custodial services contracts for defauit.

31

June 5, 2014 - Library's written notification to Diemond of its intent to terminate Diamond's
custodial services contracts for default.

32

June 6, 2014 - Coroner’s written notification to Diamond of its intent to terminate

'Diamond's custodial services contracts for default.

33

June 9, 2014 - DBH's written notification to Diamond of its intent to terminate Diamond's
cystodial services contracts for default.

34

Amendment adding thirty-three affected facilities (twenty ISD Region 1 facilities, one
Coroner facility, ten Beaches and Harbors facilities, and two Probation facilities) to 1SD
Contract Number 77893 effective June 9, 2014,

35

Amendment adding thirty-seven affected facilities (ISD Region 6 facilities) to ISD Contract
Number 77895 effective June 9, 2014.

36

June 8, 2014 - Purchase Orders - Procurement of temporary emergency custodial
services at the affected Library facilities with two existing custodial services contractors.

37

OT hours worked by ISD employees.

38

OT hours worked by Coroner employee (Forensic Technician) on June 8, 2014,

39

OT-hours worked by Library employees from June §, 2014 through June 13, 2014.




DEBARMENT DOCUMENTARY EVIDENCE
DIAMOND CONTRACT SERVICES, INC.

OCTOBER 8, 2014

40

Listing of contract workers affected by Diamond termination - ISD, Coroner, DBH, and
Library. '

41

Costs DBH and Coroner will incur for ISD custodial contract service management.

42

June 10, 2014 - Board letter - Terminating five custodial services contracts (Library
contracts) with Diamond, in whole, for default; and, requesting Board approval to execute
amendments to add the affected facilities (seventy in total) to two existing Library
contracts.

43

June 10, 2014 - Library sent written notification to Diamond informing Diamond that, -
pursuant to the Board's approval on June 10, 2014, Contract Numbers 77250, 77231,
77906, 77242, and 77862 have been formally terminated, in whole, for default, effective
June 10, 2014.

44

Amendment adding 38 affected Library facilities to Library Contract Number 77683
effective June 13, 2014.

45

Amendment adding 32 affected Library facilities to Library Contract Number 77682
effective June 13, 2014. )

46

_ {June 19, 2014 - Email correspondence confirming Diamond did not provide services to

Coroner on June 8, 2014.

47

July 15, 2014 - Board letter - Terminating five custodial services contracts (three 1SD
contracts, one Coroner contract, and one DBH contract) with Diamond, in whole, for
default; and, informing the Board of actions taken to transition services by June 9, 2014.

48

July 15, 2014 - ISD sent written notification to Diamond informing Diamond that, pursuant
to the Board's approval on July 15, 2014, ISD Contract Numbers 77892, 77896, and
77812 wili be formally terminated, in whole, for default, effective July 16, 2014.

49

August 6, 2014 - Diamond's webpage (diamondcontract.com) identifying Russell Richey
as Diamond's Vice President of Operations and Steve Walton as Diamond's CEQ.

50

July 16, 2014 - CARD Placement Notification Letter sent to Diamond via Electronic and
Certifled U.S. Mail.

51

July 30, 2014 - USPS Certified Mail Return Receipt showing CARD notice was forwarded
and delivered to 3636 Nobel #401, SD, CA 921 22-—r§ceived by Jennifer K. White.

52

August 4, 2014 - USPS Certified Mail Return Receipt showing CARD notice was
forwarded and delivered to 3636 Nobel #401, SD, CA 92122--received by Nicolas Lopez.

53

August 7, 2014 - Dun and Bradstreet Business information Report for Diamond.

54

August 14, 2014 - DBH sent written notification to Diamond informing Diamond that,
pursuant to the Board's approval on July 15, 2014, Contract Number 77371 was formally
terminated, in whole, for default.

55

September 15, 2014 - Debarment Proceedings letter from [SD to Diamond.
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CONTRACTOR HEARING BOARD MEMBERS FOR THIS PROCEEDING

s Kathy K. Hanks, Acting Chair of Contractor Hearing Board, Director of Health

- Services Contracts and Grants, Department of Health Services -

e Santos H. Kreimann, Deputy Chief Executive Officer, Chief Executive Office

¢ Sandra Pina-Barbee, Administrative Deputy, Office of the Treasurer and Tax
Collector

e Truc L. Moore, County Counsel for Contractor Hearing Board

ISD REPRESENTATIVES AT PROCEEDING
¢ Behnaz "Nazie" Tashakorian, County Counsel for Internal Services Department

s Yolanda Young, Internal Services Department
e Jim Allen, Internal Services Department

WITNESSES PUT ON BY ISD

Yolanda Young, Internal Services Department

Jim Allen, Internal Services Department

Elsa Munoz, Public Library

Silvia Gonzalez, Department of the Medical Examiner- Coroner
Nicolette Taylor, Department of Beaches and Harbors

WITNESSES PUT ON BY MR. RUSSELL RICHEY

o Mr. Russell Richey

HOA.1109140.1 .
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November 21, 2014

To The Contractor Hearing Board,

L object to the proposed decision and recommendation to disbar Russell Richey from
contracting or conducting business with the County of Los Angeles for two years. My objection
is based on the following:

1. I'was not aware that the company was in jeopardy and that customers were at risk, I had
no knowledge of the June 4 communication prior to it being issued. Diamond operated
under a Board of Directors that is disclosed in the Dunn and Bradstreet information
included in item #12, Attachment A. The Board made decisions regarding the viability of
the company. I was not privy to financial information nor information regarding “going
concern” issues or it’s ability to stay in business. I simply had nothing to do with the June
4 e-mail.

2. Two weeks of custodial supplies was maintained for almost all county of LA accounts
until the end of May 2014. In general, Diamond did not have inventory shortage
problems. If they did, they were communicated to the customer/contract monitor and
corrected immediately. The first week of June 2014 was an exception and my team
worked closely with the county to resolve shortages as best we could under the
circumstances.

3. Diamond terminated it’s employment agreement with it’s employees on Sunday, June 8.
I personally worked with the county and supported it’s new contractors over the next
week to 10 days. Whatever they asked for, I tried to provide. I made sure they received
the necessary information to resolve the supply inventory problems and more importantly
to transition Diamond employees to the new contractor to prevent a lapse in service.

4. Diamond employs about 1,200 persons that serve over 55 customers, across 500 building
locations. To say that it was chaotic, when the June 4 e-mails were sent to customers is an
understatement. As the Vice President of Operations, I worked diligently to ensure the needs
of my employees, customers and vendors were addressed. Specifically, I worked into the
third week of June to answer phone calls and resolve issues from the County and it’s new
contractors. I provided the County of Los Angeles as much support as humanly possible!!!

In closing, please accept my sincere apology for the insensitive manner in which you were
informed about the fact that Diamond Contract Services will no longer be in business. There is
NO EXCUSE for the June 4 communication!! It is unfair and unacceptable, considering the
partnership that the Diamond had with Los Angeles County over the past 10 years.
Unfortunately, all Diamond employees including myself were blindsided by this news and the
impact is that we were all terminated June 8, 2014. More importantly, I am troubled by the fact
that this catastrophe has brought my character into question, simply because I held the title of
Vice President of Operations. However, I would like to personally thank you for the opportunity




to service the County during the five (6) years that I worked for Diamond. I wish you the best of
luck as you move forward with your replacement contractor (s). Again, I am truly sorry and
regret that I am in the middle of this debacle!!!

Sincerely,

Russell R. Richey
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County of Los Angeles
CONTRACTOR HEARING BOARD

313 NORTH FIGUEROA STREET, 6 EAST + LOS ANGELES, CALIFORNIA 90012

. . Participating Departments:
thy Hanks, Acting Ch
Kathy Hanks, Acting Chair Chief Executive Office
Department of Health Services
Treasurer & Tax Collector

NOTICE OF SPECIAL MEETING

December 3, 2014
1:30 p.m.
Department of Public Works
Conference Room B
900 S. Fremont Ave.
Alhambra, CA 91803

AGENDA

l. Call to Order.

L. Debarment Hearing to Consider the Written Objections of Mr. Russell Richey to
the Tentative Proposed Decision of the Contractor Hearing Board in the
Debarment Proceedings Against Diamond Contract Services, Inc., Steve Walton,
and Russell Richey, as initiated by the Internal Services Department.

. Consideration of Other ltems Not on the Posted Agenda.

V., Public Comment.

V. Adjournment.

If you have any questions, please contact Kathy Hanks at 213-240-7819 or at
khanks@dhs.lacounty.gov.

HOA1114138.1
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CONTRACTOR HEARING BOARD MEMBERS FOR
DECEMBER 3, 2014 PROCEEDING

e Kathy K. Hanks, Acting Chair of Contractor Hearing Board, Director of Health
Services Contracts and Grants, Department of Health Services

e Santos H. Kreimann, Deputy Chief Executive Officer, Chief Executive Office

e Sandra Pina-Barbee, Administrative Deputy, Office of the Treasurer and Tax
Collector

e Truc L. Moore, County Counsel for Contractor Hearing Board

ISD REPRESENTATIVES AT PROCEEDING

e Behnaz "Nazie" Tashakorian, County Counsel for Internal Services Department
e Yolanda Young, Internal Services Department

REPRESENTATIVE FOR MR. RUSSELL RICHEY

e Mr. Russell Richey

HOA.1118286.1






